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“THE AMERICAN RUHR’ it may well be called— 
the once quiet farmland of the Ohio valley that now is 


a humming center of industrial activity. 
Vg ” 
Your ticket 


For your new plant, here are rich resources that offer 
untold possibilities—coal, petroleum, natural gas, water, 
salt and salt brines, clay. Transportation is excellent ... 
z power utilities are expanding fast. 

to /\ merica’s Greatest But ...it takes a trained staff to coordinate all 

factors involved and relate them properly to your 

Wise, 4” specific needs. So we invite you to tell us your require- 

7) | 9 h | ments. The B & O Industrial Development staff then 

j C ow ‘ will submit, in confidence and without obligation, a 


custom-made study — your “‘ticket” to America’s 
greatest “‘site’’ show! 


Ask our man! Industrial Development representatives are located at: New York 4, N.Y 
Baltimore 1, Md.e Pittsburgh 22, Pa. e Cincinnati 2, Ohio e Chicago 7, Ill 


BALTIMORE & OHIO RAILROAD 


Constantly doing things —better! 














dem 








sé 
Q- feyde nfrost— 


The ghost of Jules Verne would chuckle 
over this: 

Oil—after waiting 500-million years in 
the geologic traps of the Continental Shelf 
—is being produced from beneath the 
coastal waters of America. 

For almost twenty years, oil fields were 
known to be hidden under the ocean 
depths. Yet it was not until recently that 
scientific research supplied the tools and 
the methods to tap the billions of barrels 
of crude believed to be locked in Davey 
Jones’ Locker. 

Today, miles from shore, strange-look- 
ing oil well “islands”, specially designed 
to withstand 125-mph hurricane winds 
and 20-foot waves, are drawing oil from 
beneath U.S. coastal waters. 

The dramatic development of marine 
drilling, however, is but one example of 
the oil industry’s endless quest for in- 
creased knowledge of where oil is and 
how to extract it to help meet future 
demand... 

Aerial surveys, using advanced equip- 


WOMAN'S COLLEGE LIBRARY 
DUKE UNIVERSITY 4g g 
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Vision is Indispensable to Progress”’ 


ment to break down formidable geologic 
and geographic barriers, are charting pos- 
sible oil deposits in formerly inaccessible 
swamps and jungles... 

Pilot plants are experimenting with 
methods of squeezing oil from the shale 
of the western mountains. And, already, 
industrial research has found how to 
transform coal into petroleum... 

Meanwhile, in the laboratories—where 
part of the oil industry’s $100,000,000- 
per-year research program is carried out 
—scientists are working hard to discover 
new uses for petroleum. 

Today, petroleum is used in making 
some 1200 products—from lipstick and 
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They unlocked Davey Jones’ locker 


and found a new oil frontier 


linoleum to synthetic rubber and insect 
sprays. And, tomorrow, oil converted into 
many new products will provide still more 
comfortable lives for the public the oil 
industry serves. 

The oil industry’s spirit of progress— 
its atmosphere of enterprise—is typical of 
all American industry. 

It is from our unfettered competitive 
system that America gains her impulse for 
progress— progress that means continued 
abundance...a productive industry that 
benefits labor, management, and _ stock- 
holders alike ...and a progressively 
higher standard of living for millions of 
people. 
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RECORD SPENDING AHEAD.......... P23 
Uncle Sam is starting to pay out dollars 
at the biggest peacetime rate in history. 

$42,000,000,000 budget is only the 
beginning. Including veterans’ insurance 
refunds and other things, cash flow will 
amount to $46,000,000,000 for the cur- 
rent fiscal year, When State and local 
government outlays are added, the total 
amounts to more than $68,000,000,000, 
or about as much as the national income 
in a good prewar year. 


NEW BOOM IN Gi AID................ P.14 
Veterans are flocking into schools under 
the GI Bill of Rights as jobs get harder to 
find. In training, veterans get up to $120 
a month for 48 months, But officials are 
worried about the probable costs. This 
article charts rising trend. 


POSTWAR: ‘49 VS. '22.............4.. P45 
Four years after World War II ended, 
postwar problems are surprisingly similar 
to the headaches that faced the world 
four years after World War I. But there 
are sharp contrasts, too, Russia was caus- 
ing big concern then, as now. Great 
Britain was in trouble. Germany was 
coming back. But the United States 
wasn't so involved. 


SOCIALISM SOAKS THE RICH........ P.19 
Where the number of high-income Ameri- 
cans—those with yearly incomes, after 
taxes, of $24,000 or more—has risen from 
37,000 before the war to 155,000 now, 
the number of Britons with that much 
after-taxes income has dropped from 
7,000 to 70. This article shows, in Picto- 
gram form, what your pay prospects 
would be under British Socialism. 


SHIFT ORDERED IN DEFENSE........ *. 22 
Secret orders handed to U.S. defense 
chiefs are to result in drastic changes in 
this country’s military setup next year. 
This is the inside story of orders already 
given to cut Navy and Marine air strength 


_News within the News 
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in half, to increase the role of the Air 
Force, to reshuffle Army, Navy and Air 
Force shares of appropriations. 


BUSINESS STRIDES IN WEST.......... P. 24 
Slump in business on the West Coast, 
predicted by the experts after the terrific 
wartime growth and postwar boom, hasn’t 
appeared, Industry, instead, is still grow- 
ing. Here’s an on-the-ground report of 
business out West. 


BILLIONS FOR JAPAN.................. P. 26 
New plans are under way to get Japan off 
the American dole by 1953. The cost 
will raise U.S. postwar aid to the Japa- 
nese to $2,170,000,000. But there are 
doubts that the plans can be carried out. 
Even if they can, Japan will be lost as a 
U.S. market. 


FAILURE IN POSTWAR CHINA......P. 28 
Here, for the first time, is the official 
story of how U.S. policy lost out in China, 
From State Department documents comes 
a tale of billions in U.S. arms going down 
the drain, of graft and corruption in the 
Nationalist Government. 
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We've Been Askeds 
HOW CITIES CAN GET HOUSING SUBSIDIES 


There are to be billions in subsidies 
for public housing, eventually. Small 
communities and big cities are to get 
slices of subsidies becoming available. 

Checks, however, are not to be handed 
out to all comers on demand. There are 
conditions to meet, plans to make and 
performance to show before the Treasury 
comes forward with cash. 

Some communities already are far 
along with plans for public housing. 
Others are taking steps toward slum 
clearance. It is to be a while, though, be- 
fore the first checks go out and actual 
construction starts. 

Money enough is on hand to go around 
to communities that are able to get go- 
ing with their programs of public housing 
within the foreseeable future. It really 
will be 1950 before many blueprints are 
drawn and the program is in full gear. 
At the same time, now that money is 
available, many cities and towns not pre- 
viously interested may want to get in on 
the offer of the Government to help with 
low-rent housing and slum clearance. 


What, briefly, must a community do 

to get some of the housing money? 
In general terms, it must have a plan for 
public housing. This plan must fit into 
terms of the housing act in the State in 
which the community is located. Most 
States have such housing acts. 


What, then, is the first-thing to do? 
The first thing to do is to set up a hous- 
ing authority, if that has not already been 
done. This must be a local organization. 
It's part of the city or county govern- 
ment. This local housing authority plays 
an important part in planning, building 
and operating public housing. 


Just where does a local housing 

agency begin, once created? 
Its first step is to take a look at the local 
housing situation to see if there is need 
for a low-rent housing project. If so, the 
project must get approval from the city 
council or some other local governing 
group to proceed. Then it can apply to 
the Government for a loan. 


Where is application made? 

At a field office of the U. S. Public Hous- 
ing Administration. These offices have 
full authority to consider applications and 
to make loans. Addresses of the 10 field 
offices can be obtained by writing to the 
main office of PHA in Washington. 


Will a check be sent right away? 

No. It’s not that simple. All that PHA 
will do at this stage is to earmark a cer- 
tain number of public-housing units for 
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that community. It also will make a small 
cash advance to help the city or town to 
go ahead with surveys and planning. 


What happens next? 

The local authority now goes ahead with 
detailed planning. It must hire architects, 
make blueprints. It must study building 
costs and operating costs. It must de- 
cide on a location and look into buying 
the needed land. In other words, it must 
draw up full plans and specifications for 
the proposed public housing. 


Do all plans have to be approved 
by the Government? 

Yes. At this point, the local housing 
agency puts all of its plans before the 
PHA field office. If PHA approves the 
plans, it will agree to pay part of the loss 
in operating the low-rent project. That 
amounts to a promise by the Government 
to make up the difference between the 
small rents paid by tenants and the cost 
of operations, including paying off the 
principal and interest. 

Just how is the actual building 

financed? 

In the early stages, financing is handled 
by temporary notes sold to private inves- 
tors, or by Government loans. As the 
building progresses, long-term bonds are 
sold. These bonds, which are tax free, are 
backed by the Government’s promise to 
contribute to the cost of running low-rent 
housing. But the Government does not 
pay the actual cost of construction. 


Who does the building? 

Private contractors. Contracts are let aft- 
er competitive bidding. All these details 
are handled by local authorities. 


How can private suppliers get a 
share of this business? 

They must deal directly with local hous- 

ing authorities or with builders who have 

contracts to put up public housing. 


When does the rent subsidy start? 
It starts when a building is completed 
and the rents come in. 


How much is the subsidy? 

That varies. It might range from a few 
dollars to about $31 a month for a fam- 
ily dwelling unit. 


How long will the Government pay 
part of the rent? 

Until the project is paid for. That can 

take as long as 40 years, but in some 

cases it will be about 29 years. After that, 

local authorities run the low-rent proj- 

ects without Government aid. 


What conditions apply to an indi- 
vidual project? 
Here are some of the important condi- 
tions: Only families in lowest income 
groups can live in the public housing. 
Top rent must be at least 20 per cent 
below what a tenant would have to pay 
in similar private dwellings. Preference 
must be given to families moved out of 
areas where slums are cleared. There also 
are preferences for low-income veterans 
of both world wars. In addition, in city 
areas where public housing is built, some 
of the slums are supposed to be cleared. 


Is there Government aid for slum 
clearance, too? 

Yes. That is a companion program, but 

it operates differently. Here, a city or 

town must have a local agency with pow- 

ers under State or local laws to carry out 

programs for wiping out slums. 


How is that financed? 

First, a local agency can apply to the 
Government for a small loan to pay tor 
making surveys of slum areas and pre- 
paring plans. Later, another loan can be 
obtained to buy property and pay for the 
actual work of leveling the area. All plans 
and loans for this program must be ap- 
proved by the main office of the Housing 
and Home Agency in Washington. 


What part will the Government pay? 
The Government will make up two thirds 
of the loss resulting from clearing the 
slum. Suppose, for example, the cost of 
buying and clearing an area is $2,000,- 
000, and the cleared land is sold for 
$800,000. On the resulting loss of $1,200,- 
000, the Government will pay $800,000. 


What can cleared slums be used for? 
Almost anything, so long as the area is 
not allowed to grow back into another 
slum. It can be used for public housing, 
parks, schools or streets. Or it can be sold 
or leased to private individuals to build 
homes, offices or factories. But, whatever 
use is made of a former slum, it must fit 
into a general plan for redevelopment of 
a city or town. 


These are the two housing programs on 
which the Government is ready to spend 
billions in the years ahead. The public- 
housing program will start first. Applica- 
tion forms now are being printed and 
soon will be available in field offices of 
the PHA. Present plans are to get about 
50,000 public-housing units started with- 
in 12 months, with a speed-up after that. 
Actual leveling of slums, under the sec- 
ond part of the program, will start some 
time in 1950. 





| “How ‘oiled’ : 
an atom smasher 


“You get some unusual jobs in the research end 

of the oil business. Like developing the perfect 
oil to cool that new giant cyclotron—an atom 
smasher with as much steel as a destroyer. 
“Among other things, this ‘coolant’ oil had to be 
short-circuit-proof up to 28,000 volts. We wanted 
one that was rust-proof, corrosion proof and 


provided insulation against rot. 


“P.S. We found it. 


“My next job is helping develop a new automotive 
oil. That’s exciting, too, because everybody wants 
to be first with the finest products, and that 
makes vou like to do your best! The others are 


ee RO 


always trying to beat you to it. Actually, there 


are more research people in the oil business than 
in any other American industry. 


“The-whole oil business works on the same idea— 
trying to serve you better than the other fellow 
does. There are companies competing in finding 
more oil .. . in transporting it .. . in servicing 
your car, or supplying your home with fuel oil. 


“Yes. I’ve ‘oiled’ an atom smasher, and now [’m 
working to bring you better things from oil than 
you've ever had .. . maybe even better things than 
you've ever dreamed of.” 


Oil Industry Information Committee 
50 West 50th Street - New York 20, N.Y. 


Oil Builds for Americas Future 
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Here are a few points to bear in mind now that optimism is rising: 

Better business, if it comes, will not be a full-scale boom. 

Jobs aren't suddenly to appear for everybody. Unemployment will remain 
quite large in months ahead. It probably will grow somewhat before declining. 

Prices, too, will ease further, not rise at retail. 

Buyers, not sellers, are to call more of the tune. Sellers, however, do 
not face the drastic squeeze that many of them had come to expect. 

Business volume is likely to hold around present levels for some time. It 
is unlikely to decline further in total. It probably will not rise much, 
either. There will be a sort of balance as some things go up, others down. A 
shock may come if Britain develops a crisis. Yet worry about a deep depression 
is fading. The first postwar adjustment is turning out to be rather mild. 











Timetable of shifting trends is likely to be this one: 

For months just ahead, a drift at around present levels of activity. 

Later in 1949, some pickup in activity, due to inventory rebuilding. 

In first half, 1950, a definite rise, with trade brisk, output higher. 

Summer of 1950 maybe to see some seasonal slump. 

By 1951, barring trouble abroad, business activity to be back around the 
1948 highs, reflecting expansion in the private use of credit. 

That's a rough idea of the pattern that Seems to be developing. It is 
based on the expectation that Government will encourage, not discourage, the 
wider use of credit, that construction will provide the base for expansion to 
take up slack that may appear in some industries. Even if things do work out 
that way, there still would be an unemployment problem. Business would be at 
a rather high level, but not at boom levels. Agriculture would have its real 
problems and business in many lines wouldn't be too good. 











Cash flow from Government will continue to be a Strong business factor. 

At present, cash is flowing from the Federal Treasury at an annual rate of 
about $41,750,000,000. State and local cash is at a $22,000,000,000 rate. 
That's a rate of nearly $64,000,000,000 and it's a lot of cash. 

In first half, 1950, cash flow from federal sources is going to shoot up to 
about $51,000,000,000. State and local cash will hold at $22,000,000,000. 
Spending rate of $73,000,000,000 a year can't help but have an effect. 

During the year after that, on the basis of budget plans as they now are 
shaping, federal cash will be at around a $44,000,000,000 rate. State and ldcal 
flow would be about unchanged. That's high, but down from the peak. ; 

It is true that Government is taking immense amounts of cash out of the 
pockets of people, at the same time it is putting cash in those pockets. Yet 
more now is being put in than taken out. And cash often is taken from pockets 
of those who might not spend it so rapidly and put into pockets of people who 
spend everything they get in a hurry. Net effect is inflationary. 

Mortgage credit is to be made easier, terms better for borrowers. 














There are these things to be kept in mind, too: 
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NEWSGRAM--TOMORROW-- (Continued) 


Easy money is a definite Government policy at this stage. 
Trend is to be down, not up, in interest rates. 

Tax reduction, in spite of a deficit, is probable for 1950. Excises will 
be reduced next year. Tax laws are to be changed to clear up some policies to 
which business objects. Taxes won't be raised in period just ahead. 

Those are lures to be used to try to attract more private investment. 
Money is to be abundant and cheap. At the same time, population is to go on 
rising. There are about 18,000,000 more people to provide for in the year that 
lies ahead than there were back in 1940. Schools will have to care for nearly 
1,000,000 more children this year than last and the rise will be 1,000,000 a 
year for several years. The country, in other words, still is growing. 

Rising population, abundant money, low rates of interest might provide the 
combination that could touch off a very great expansion in local and State 
building, as well as in private construction. Key to the future is found in the 
construction field, with signs that the way to expansion may be opening. 








Of course, a crisis in Britain is to cause. something of a jolt. 

Britain will not, however, be allowed by U.S. to have a breakdown. 

British pound, sooner or later, will be devalued. At the time that the 
pound is devalued, U.S. probably will give some new guarantees of help. 

Socialist experiments in Britain may have to be watered down. 

Socialism, however, is not to be abandoned even if Socialists lose out. A 
political coalition of Labor Party and Conservatives is a growing possibility 
if a British crisis does come to a head. A coalition might succeed in letting 
the voters in on some of the economic facts of life. 

The British face the very painful task of lowering the national standard 
of living. They're like the man who feels himself to be living as austerely as 
he can but who is faced with a 10 or 15 per cent pay cut. Something, then, has 
to give. It may be necessary to eat less well, to accept a poorer dwelling, 
to get along with fewer medical services, to cut in a lot of ways. 








Arms aid is to be voted, but that won't help Britain directly. 

Dollars from the Marshall Plan will help, but won't be enough. 

Gold price won't be raised by U.S. Commodity prices won't be fixed by U.S. 
to assure the British a big market at an artificial price. Stockpiling will go 
ahead, but won't assure Britain all the dollars she needs. 

Added help from this country is to be conditioned on further steps by the 
British to get their house in order, to cut down on welfare-state ideas and to 
step up more hard-boiled policies aimed at cutting costs and prices. 








At home, farm aid is to continue about as it is. Price supports are to be 
extended at 90 per cent on corn, cotton, wheat. Meat-animal Supports may go to 
75 to 90 per cent of "parity." And parity may be redefined and raised. 

Aid to education isn't likely to be approved. Minimum wage probably will 
go up, but not to a flat 75 cents. Taft-Hartley is to stay on the books. 

Congress,. restive, may wind up by mid-September. 














Mr. Truman remains confident of his own political position. President is 
told that, as things stand, he can come out all right whichever way they go. 

If_times should get worse, then Mr. Truman can point to his plans for a 
broad expansion in all kinds of Federal Government aids and benefits. 

If times get better, the party in power can claim credit. 

Republicans, out of power, can only oppose. They can't outpromise the 
President with spending plans. He's promised almost everything. They can't 
complain if times improve, but can only say they would make them better. 

Democrats think that they have things pretty well sewed up for 1950. 

But: Whichever way it goes, a conservative combination of Republicans and 
Southern Democrats still will dominate on tax policy, labor policy. 











(No part of this or any other page may be reproduced without written permission) 















U. S. NEWS & WORLD REPORT 








1€ 


ORT 

















j . 

Can Help You Meet the Law S WHY? Because he is trained in handling judicial bonds 

¥ oe —bonds required in court actions and matters of 
Requirements by Providing estates, 

HOW? By providing corporate bonds promptly that 

e Administrator’s Bonds are acceptable to any court in any state. 
ASK THIS MAN—your local U.S.F.&G. Agent—to 
serve your needs whenever you are required by law 


e Bonds in Court Actions to furnish bonds. Corporate bonds are as accessible 
as your telephone. 


e Guardian’s Bonds 


e All other Fiduciary Bonds 


FOR U.S.F.&G. SERVICE: Ca// Western Union by number 


and ask for Operator 25, who has name and address of 
. your nearest U.S.F.<% G. agent. 












United States Fidelity & Guaranty Company, Baltimore 3, Md. 


Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 






Fidelity Insurance Company of Canada, Toronto 











CONSULT YOUR INSURANCE AGENT OR BROKER 
YOU WOULD YOUR DOCTOR OR LAWYER 
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When you think of 
PITTSBURGH 





Pittsburgh has valuable indus- 
trial knowledge and technolog- 
ical facilities. A large proportion 
of the-graduates of its five local 
colleges live in Pittsburgh, pro- 
viding industry with a constant 
source of educated manpower. 
Pittsburgh industrial engineers 
and workers are thoroughly 
familiar with mass production 
techniques. Industrial research 
conducted in this area is out- 
standing. 

If you plan industrial opera- 
tions in Pittsburgh, you’ll find 
these and other facilities of great 
advantage. Your banking re- 
quirements can be served equally 
well, too, through any of the 15 
completely malted Peoples First 
National offices. Your inquiries 
are invited. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 
Member F. D. I. C. 











VERYBODY KNEW something had to be 
done about the White House. But not 
everyone agreed on what to do. The his- 
toric old house was almost a wreck. Its 
floors were sagging, walls cracking. There 
was hardly a square foot of living space 
that honestly could be called safe. From 
the outside, however, the official resi- 
dence looked fine—even awe inspiring—to 
the thousands of tourists who came to 
peek through the metal picket fence at 
the home of U. S. Presidents. 

Months ago, while President Truman 
and his family set up housekeeping across 
the street in Blair House, a special com- 
mission began debating what to do about 
the executive mansion. Some Congress- 
men, like Representative Clarence Can- 
non (Dem.), of Missouri, thought it 
would be cheaper—and more efficient— 
to tear the old place down and start over 


.with a completely new house. Others 


were almost horrified at the idea of wip- 
ing away all trace of one of America’s 
most famous patriotic shrines. The argu- 
ment may have been less conspicuous 
than some, but it was just as serious as 
any taking place in Washington. 

Last week, after months of thought, the 
commission reached a decision. The fa- 
miliar walls and porticoes of the White 
House will stand. The building will be re- 
built from the inside out. And when the 
workmen are done the interior will look 
more like it did in 1812 than it has at any 
time since. The trimmings that gave some 
rooms a Gay Nineties look will be gone. 

But most Americans who see only the 
outside will still see the White House 
that has been a postcard best seller for 
generations. The decision meansa $5,400,- 
000 repair bill for U.S. taxpayers. For 
President Truman it means another 15 
months or so in Blair House. 


OME TELEPHONE CALLS to the Navy 
Department in Washington last week 
brought this rueful response: 

“Air Force, Salt Water Division.” 

It was a wisecrack, but it summed up 
the role old-line Navy men fear most, the 
way things are going. Despite occasional 
reassurances from high places, many ad- 
mirals still were convinced that the Air 
Force was coming along to replace the 
Navy as top dog of U.S. defenses. 

The Army, a bystander at all the 
wrangles so far, got a small dose of uni- 
fication medicine all its own one morn- 
ing. Defense Secretary Louis Johnson 
suddenly abolished the Army’s “fleet.” 
The 320 ships the Army owns were or- 
dered turned over to a new branch of the 
Navy. From here on, military water travel 
will be a job for the Navy, the Army will 
take responsibility for land travel, and 
the Air Force will boss most military 
travel in the air. 





—__The March of the News _— 


T: SOME MEMBERS of Congress, it was © 





beginning to seem as though this ses. 
sion might never end. The summer was 
half gone, but still the work piled up a lot 
faster than it could be cleared out. Tem- 
pers were getting short. Nerves were fray- 
ing at the edges. 

In the House of Representatives. mem- 
bers from Western States complained 
about long week-end recesses. \Vhen 
work stops on Thursday night and starts 
again on Tuesday morning, they said, the 
Easterners can go home for a change 
while the Westerners have to stay behind 
to “sweat it out” in Washington’s heat, 
They wanted a full week’s work every 
week until the job is done so everybody 
can go home. 

In the Senate, a group of Republicans 
surprised practically nobody by blaming 
the drawn-out session on the Democrats, 
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WHITE HOUSE WALLS 
. .. they won‘t come tumbling down 


They wanted the Truman Administra- 
tion to get up a program so they could 
tell what yet had to be considered. But 
it didn’t take a program to show the 
many things that needed doing. There 
were unfinished appropriation bills to be 
voted on, there were hours of debate still 
to come on such things as military aid 
for Europe, on minimum wages, on a host 
of important subjects. Adjournment day 
couldn’t be sighted yet. 

Into the congressional bickering came 
one note of agreement and harmony. The 
occasion was the 75th birthday, on 
August 10, of America’s only living past 
President, Herbert Clark Hoover. Other 
work was put aside while resolutions of 
congratulations and praise were passed 
by both branches of Congress. They were 
sponsored by the leaders of both parties. 
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(G38, (QYAD, WHAT MAKES IT GO SO FAST ? 


‘It’s power that does it. son. Power from its new jet engines. Engines built with parts made from 
o o I 






.. parts that fit within one ten-thousandth of an inch.” 


today’s strongest, toughest metals 
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Everything for finer performance... 


shorter... overall 


Another point of Superiority of Fairbanks-Morse Consolidation Locomotives ; 


More pay load per length of train, more pas- 
senger cars in the station, more freight cars at 
the loading ramp or on the siding—that's what 
you can plan on with “C’’ Line Locomotives. 


This is another point to remember about 
Consolidation Locomotives. All units, re- 
gardless of horsepower, are the same short 
length — 56'3”. All units, whether 1600, 


2000 or 2400 hp. are built on the same car 


When it comes to locomotives 


hody and have the same overall dimensions, 


The men who make up the trains will 
well appreciate this uniformity and the 
reduction in lengths: the men who watch 
revenues and operating costs will likewise 
appreciate the doliars-and-cents benefits. 
Now is the time to discuss them with our 
representatives. Fairbanks, Morse & Co., 
Chicago 5, Illinois. 









Here are a few typical 
“C” Line Locomotives 















FAIRBANKS-MORSE, 





for passenger and/or 
freight service. 





a name worth remembering 


DIESEL LOCOMOTIVES ¢ DIESEL ENGINES © PUMPS « SCALES « MOTORS © GENERATORS 
STOKERS ¢ RAILROAD MOTOR CARS and STANDPIPES * FARM EQUIPMENT ¢ MAGNETOS 
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Total Length—112’ 6”: Two 1600 hp. 
units, available with nine gear ratios, water 
facilities and dynamic braking, as desired. 








Total Length—112’ 6”: Two 2000 hp. 
units, available with nine gear ratios, water 
facilities and dynamic braking, as desired. 





Total Length—168’ 9”: Three 1600 hp. 
units, available with nine gear ratios, water 
facilities and dynamic braking, as desired. 
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Total Length—112’ 6”: Two 2400 hp. - 
units, available with nine gear ratios, water i 
facilities and dynamic braking, as desired. 
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Total Length—168’ 9”: Three 2000 hp 


units, available with nine gear ratios, water 


, as ae a ai 
facilities and dynamic braking, as desired. # C) eoe ee @o eo ome 





Total Length—225’ O”: Four 1600 hp. 
units, available with nine gear ratios, water 
facilities and dynamic braking, as desired. 
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Total Length—168’ 9”: Three 2400 hp. 
units, available with nine gear ratios, water 
facilities and dynamic braking, as desired. 








of th 

Ne 
more 
times 
much 

To 
Was! 
for si 
New 


A re 
is to 
peopl 
Busin 
peopl 
group 
bers a 

Cas] 
ment a 
Ten ye 
was $1] 
and i 
Now t 
of cas! 
June 3 
way is 
or mo} 
total s 
year 1 

Tha 
the c 
alone. | 
the cas 
reache: 
size. ‘T 
countie 
are to 
in the 
years < 
$9,000 

Spe 
govern 
local, 
000 in 
war th 
000,00 
govern 


AUGU. 









ives 


RATORS fy 


>NETOS 





| 


| wa? | 





5 or more than half as large as 
| total spending of cash in the 
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Government, as a spender, is 
getting more lavish. Federal cash 
of $46,400,000,000 is only part 
of the planned outpour. 

Nearly everybody is to get 
more. Benefit payments are six 
times 1940. There is six times as 
much for business, too. 

To get an idea of the cash: 
Washington will spend as much 
for salaries alone as the whole 
New Deal cost in one peak year. 
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A record peacetime volume of cash 


\ is to flow from government to the 


people in the year that started July 1. 
Businessmen, farmers, veterans, old 
people, the unemployed, almost all 
groups will get checks in record num- 
' bers and for record amounts. 

' Cash flow from the Federal Govern- 
| ment alone is to exceed $46,400,000,000. 
Ten years ago, before the war, the flow 


| was $10,000,000,000. That seemed large 


} and important at the time. 


RECORD SPENDING BY U.S. AHEAD: 
46 BILLION OUTLAY TO MID-1950 


Test for Business When Expenditures Ease 


and one-half dollars for every dollar it 
spent back in 1940. 

All the income of all the people ten 
years ago was not much greater than the 
volume of cash that government is to 
spend in this fiscal year. Governments 
in this year are to draw out more than 
$60,000,000,000 to help pay the bills. 
Where tax dollars are not enough to pay 
bills, borrowing will be used to raise the 
needed money. Billions will be borrowed 
before the year is out. 

Those are very big figures, difficult to 
comprehend. What they show is that 
government has grown to immense pro- 
portions during and after war. That 
growth is continuing rather than declin- 
ing. It leaves government vastly greater 
than any single industry, or almost any 
combination of industries. It means that 
the cash flow from government is to be 
so great that it provides a strong under- 
pinning for all of business. 

Actually, there is to be a very large 
rise in spending of cash by government 
in the six months to start next January 1. 
In the first half of the calendar year 
1950, the Federal Government alone is 
to be spending cash at the rate of $51,- 


000,000,000 a year. It is spending in 
this half year at a rate below $42,000,- 
000,000 a year. The flow of cash will 
be stepped up by checks for insurance- 
premium refunds to millions of vet- 
erans, by greatly increased military 
spending, by bigger checks to farmers 
and others. 

Business, as a result, is to get a special 
shot in the arm of Government cash dur- 
ing the first half of calendar year 1950. 
If private borrowing and_ spending 
catches hold and starts a rise at the same 
time, the momentum will be expected to 
start the country’ on the way toward a 
record high level of prosperity. If, how- 
ever, policies of Government tend to dis- 
courage private investment, the shot in 
the arm provided by record peacetime 
spending of cash might wear off quickly 
when that spending is reduced even 
moderately. 

The spending story is one that can 
be told only in figures. Those figures 
show, in broad outline, where the dollars 
of cash are to flow. Although not easy to 
comprehend, owing to their size, they 
are important. 

Spending by the Federal Government, 

in some of its detail, hélps to 





Now the increase in spending 
| of cash from the year ended 
June 30 to the year now under 
way is to be $6,000,000,000, 


000 in this year. Before the 
war the total was under $20,- 
000,000,000. This means that 
government is spending three 





Total federal, State, local 


*Unofficial estimate. 


CASH GOING TO THE PUBLIC 


(In millions of dollars) 


Calendar 


Fiscal 
Year 1940 Year 1950* 


explain who is to get the cash 
dollars and what may be the 
effect of the spending of those 


dollars. 
To individuals, from the 
Federal Treasury, will flow 








19,342 68,606 


} year 1940. Federal Government more than $26,000,000,000 in 
That’s for the federal side of To business 3,071 20,308 this year. Before the war, the 
» the cash spending picture To individuals 7,246 26,098 cash flow to individuals was 
alone. Add State and local, and Wages and salaries 3,537 9,242 $7,246,000,000 in a year when 
® the cash flow from government Welfare payments, grants 2,283 13,840 spending was supposed to be 
reaches even more startling Interest 288 1,387 very high. Government is to 
size, The 48 States, plus the Loans, investments, subsidies 915 1,228 put into individaal pockets 
counties, plus cities and towns Other 223 401 $3.50 for every $1 it put in 
are to spend $22,200,000,000 during 1940. 
in the year started July 1. Ten Total Federal Government 10,317 46,406 Wages and salaries for all 
years ago they were spending in Government service, civilian 
$9,000,000,000. State and local and military, will total $9,242,- 
Spending of cash by all To business 3,483 8,300 000,000 on the basis of present 
government, federal, State and To individuals 5,542 13,900 spending plans. That total of 
local, will reach $68,600,000,- er | 9,025 22,200 dollars is about as large as the 


whole cost of the Federal Gov- 
ernment in a year of peak 
spending under the New Deal. 
It compares with a bill of 
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$3.537,000,000 for wages and _ salaries 
back in 1940. 

Benefit payments of various kinds 
are to total $13,840,000,000, or about six 
times what they were 10 years ago. Social 
insufance for civilians is to involve.a cash 
outlay of nearly $5,000,000,000. Unem- 
ployment insurance is to involve around 
$2,500,000,000. There will be more than 
$1,000,000,000 in grants to States for 
old-age assistance and aid to dependent 
children. Old-age insurance, railroad re- 
tirement, civilian pensions will total 
another $1,500,000,000. 

Then, on top of that, are to be pay- 
ments to veterans in cash. Military pen- 
sions are to total $2,111,000,000 even 
without increases now being considered. 
Another $2.118,000,000 will go to pay 
the cost of school aid and other aid 
for veterans. Nearly $3,000,000,000 will 
be paid out through Government life in- 
surance, much of it a refund of premiums 
to World War II veterans. 

Interest payments going to individ- 
uals will be $1,387,000,000, compared 
with $288,000,000 ten years earlier. 

Loans, investments and subsidies of 
of $1,228,000,000 are largely to go to 
farmers. In the year ahead the bulk of 
this money is to be in the form of price- 
supporting loans on farm commodities. 
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FEDERAL CHECKWRITING MACHINE: Effect of the flow of money will be 


felt by millions of persons, thousands of businesses selling to Uncle Sam 


Millions of individuals now look to 
Government for part or all of their in- 
come. The billions that they receive tend 
to be accepted as permanent, and the 
individual getting a check from the 
Treasury shows interest, through his 
vote and otherwise, in increasing the 
amount received. 

To business, from the Federal Treas- 
ury, is to flow directly more than $20,- 
000,000,000 of cash during this year. 
Many other billions of Government cash, 
of course, will go into business from 
individuals who receive those billions. 
The billions going to business directly 
compare with $3,000,000,000 in 1940. 
Business, in other words, is getting 
nearly $6 for each $1 that it got di- 
rectly from the Federal Government 10 
years ago. 

Suppliers of material are to sell 
$3,699,000,000 worth of goods to the 
Federal Government. No other customer 
approaches that volume of purchases. 
What the Government buys includes just 
about everything industry produces. 

Equipment purchases are estimated 
at $3,182,000,000 for the year ahead. 

There will be large-scale buying of 
trucks, of cars, of typewriters and busi- 
ness machines. National defense accounts 
for much of this business. 









—Harris & Ewing photos 





Land and structures worth more than 
$2,000,000,000 are to be bought by the 
Federal Government. In this total are 
hospital construction, river and harbor 
development, other public works. 

Grants and _ subsidies to business, 
totaling more than $5,000,000,000, in 
large part represent foreign aid. 

Contractual services, ranging from 
travel through communications to atomic- 
energy development, are to result in pay- 
ments by Government to business of 
more than $2,000,000,000. 

Cash flowing from Government directly 
to business is a highly important factor 
in the volume of business done by many 
industries. 

State and local governments are im- 
portant in the spending picture, too, but 
not so important as the Federal Govern- 
ment. Total cash outlay of State and local 
governments, at $22,200,000,000 — for 
this year, is more than double the 1940 
figure and is an expenditure of cash twice 
the 1940 spending of the Federal Gov- 
ernment. 

To individuals, cash in the amount of 
$13,900,000,000 is to flow from the 
treasuries of State and local governments. 
Of this amount, $10,900,000,000 is te be 
in the form of wages and salaries. Bene- 
fit payments, checks for public assistance 
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Flow of 
Federal Cash: 


 Peacetime Spending 
Sets New Records 


+10 


BILLION 
(Years Ending June 30) 


of various kinds, will result in cash pay- 
ments of another $3,000,000,000 to in- 
dividuals. The trend in welfare costs of 
local and State governments is sharply 
higher. 

To business, from State and _ local 
governments, is to flow cash in the 
amount of $8,300,000,000. Many of these 
dollars will go for construction. Cities, 
growing, are forced to expand services, 
to extend street systems, to build schools. 
States find that there are increasing needs 
for higher educational facilities and for 
highways. Public housing gradually will 
result in a further expansion in State and 
local spending. 

When the total of government spend- 
ing is added up it becomes even more 
impressive. 

Cash to individuals, from federal, 
State and local governments, is to total 
nearly $40,000,000,000 for the year 
started July 1. That is a volume of cash 
more than half as large as total personal 
income of all the people back in 1940. 
It represents about 20 per cent of all per- 
sonal income in the present year. It com- 
pares with $12,700,000,000 paid out in 
cash to individuals by government ten 
years ago. 

Cash to business shows an even 
more striking rise. Cash to be paid by 
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governments, federal, State and _ local, 
direct to business in the year started July 
1 is to amount to $28,600,000,000. Back 
in 1940 it amounted to about $6,500,- 
000,000. 

Cash spending is to reach something of 
a climax during the first six months of 
the calendar vear 1950. It is then that 
insurance refunds will be flowing out 
to veterans and during that same pe- 
riod armament expenditures will ap- 
proach their peak. Benefit payments will 
be rising. 

Once again there is talk about reducing 
Government expenditures in the year 
that will follow the current year. Talk of 
cuts in spending occurs regularly. Yet, 
as one line of spending is reduced, some 
other line tends to rise, more than off- 
setting the planned economies. 

Looking ahead to the fiscal year that 
begins next July 1 and runs through 
June 30, 1951, the Government’s finan- 
cial planners see a possible reduction of 
$2,000,000,000 in the Federal Govern- 
ment’s cash budget. The flow of Federal 
Government cash in that year, as they 
see it, may be reduced to $44,000,000,- 
000. Spending by State and local govern- 
ments would be expected to hold around 
$22.000,000,000. 

In the second six months of the 1950 
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calendar year there will be a sharp reduc- 
tion in the flow of cash from the Federal 
Government. That reduction will result 
from the fact that cash spending is to rise 
sharply in the first half of calendar year 
1950, then taper. off as the flow of cash 
settles back nearer to the expected “nor- 
mal.” 

Testing period for business thus is 
expected by some of the Government's 
top planners in the second half of 1950. 
They wonder whether private spending 
and investment will be in a trend upward 
that is substantial enough by mid-1950 
to offset the effect of some slowing in the 
volume of Government checks and the 
volume of dollars represented by those 
checks. 

Revealed to date is this: ; 
Spending of cash by 
even on an astronomical scale, does not 
assure jobs for all and a rising trend in 


Government, 


business, when private spending and 
investment is in a declining trend. 
Private spending and_ investment 


needs to be encouraged if prosperity is 
to come back to a level that assures jobs 
for all who want jobs, with. production 
and living standards rising. 

Right now, heavy dependence is being 
placed upon the flow of Government cash 
to prime the pump of business. 
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Jobless GI's Paid to Study: 
Cost of Aid Turns Up Again 


Schools for veterans are in for 
a checkup. Rush to classrooms by 
jobless Gl’s is costing millions, 
going higher. 

Veterans, out of work, can get 
$120 a month in school. So 
there’s a boom in veterans’ edu- 
cation. Diploma mills are spring- 
ing up to keep students on the 
pay roll. 

Cost of GI aid is rising instead 
of dropping, as planned. Monthly 


checks now total $370,000,000, 


plus overhead. 


All kinds of new wrinkles are turning 
up to cause veterans’ benefits to cost 
more each year. Those costs are esti- 
mated at $8,755,000,000 for the year 
ahead, an increase of 21 per cent where 
a decrease had been indicated. 

Insurance dividends are to put $2,800,- 
000,000 in veterans’ pockets during 1950. 
Vocational-school aid is rising sharply, 
instead of declining as planned. The new 
boom in education is taking up 
slack in expenditures caused ,by 
ending of “52-20” pay—the $20-a- 
week unemployment allowance 
stopped July 25 for most veterans. 
Higher pensions for disabled vet- 
erans and widows were just ap- 
proved by the House, and are ex- 
pected to get Senate approval in 
1950 if not in 1949. 

These and other developments 
are piling up the cost of aid to vet- 
erans. About 5,000,000 veterans 
and dependents are drawing nearly 
$370,000,000 a month in Govern- 
ment checks for school, job train- 
ing, pension and insurance pay- 
ments. On top of that are salaries 
and expenses for 200,000 employes 
of Veterans’ Administration, plus 
costs of medical care, hospitals, loan 
guarantees and so on. 

School aid is the program that 
is attracting special attention at this 
time. Worried officials believe that 
a new twist in school aid for vet- 
erans may cost billions of dollars in 
a few years. 

Veterans are flocking into voca- 
tional schools, below the college 
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level, whenever jobs are scarce. A vet- 
eran in school gets $105 a month if 
married, $120 a month if he has children. 

That is $25 to $40 a month more than 
the veteran can get from regular unem- 
ployment compensation, which offers a 
top of $80 a month in most States and 
lasts only 26 weeks a year, at the long- 
est. A veteran’s school aid varies in 
duration from 12 months, for a man who 
served 90 days, up to 48 months for-a 
man who served three years or longer. 

A year ago, 584,208 veterans were en- 
rolled. in schools below college level. At 
latest count, enrollments were up to 
699,768. About 900,000 other veterans 
had signed applications indicating in- 
tention of going into vocational training. 

Marked increases occur where unem- 
ployment is prevalent.. Trade schools 
spring up, advertise for students, ex- 
plain GI benefits. Such schools, operated 
for profit, get tuition of up to $500 a year 
from the Government for every veteran 
enrolled, plus extra payments for sup- 
plies and equipment. 

Recently, 30 new schools were set up 
in three weeks in three counties of an 
Eastern State, where unemployment had 
developed. In the last year, about 25 
new schools have opened weekly, across 





the country. More than 10,000 schools 
now are paid for training veterans. 

Some schools are officially described as 
diploma mills. Veterans are urged to take 
one course after another, as long as they 
are eligible for U.S. checks. Rules are 
lax and almost everybody “passes.” 

A crackdown to limit school aid is 
being attempted. A regulation is to be 
issued tightening rules against instruc- 
tion in dancing, fencing, music, art, for 
example, when the object is recreation 
and free subsistence. Veterans who have 
finished a Government-paid course in air- 
conditioning mechanics, for instance, wil] 
be discouraged from going into a new and 
unrelated field for more training at pub- 
lic expense. 

Schools will find their tuition and ex- 
pense vouchers audited more closely. 

Officials figure that, by spending an ex- 
tra $9,000,000 on a checkup of train‘ng, 
they can prevent about $132,750,000 
worth of unnecessary training that other- 
wise would be taken in the year ahead. 

But State agencies pick the schools 
that are eligible to train veterans. Au- 
thority for denying training to an in- 
dividual veteran is limited. Many cases 
contain an element of doubt as to the 
veteran’s intent, which restrains action. 
From July, 1948, to June, 1949, federal 
offices reviewed 105,700 training re- 
quests. Only 5 per cent have been dis- 
approved, finally, so far. 

Where many veterans ask for training, 
local communities can apply pressure to 
get programs started. New schools add to 
local incomes, with federal money. 

The Government is aware that, if 
widespread unemployment devel- 
ops, training programs may sky- 
rocket. There are 15,182,000 living 
World War II veterans. Almost all 
were eligible for at least 12 months 
of school aid. Only 232,000 have 
exhausted their “entitlement.” Any 
veteran who starts a course by 
July, 1951, will remain eligible for 
training up to July, 1956. 

Rising trend in vocational 
school aid, four years after the war, 
shows the program is not being used 
to ‘meet “legitimate readjustment 
needs,” according to Veterans’ Ad- 
ministration. College enrollments 
are declining. Expectations were 
that school aid would soon be on a 
small, less costly scale. Now, off- 
cials are not sure what will happen. 

The boom in education gives the 
latest example of miscalculations 
about scope and cost of postwar 
veterans’ benefits. When the GI Bill 
of Rights was passed, veterans’ aid 
was expected to cost about $3,000,- 

_ 000,000 a year after the war. Actual 
rate is more than twice as high, 
to date. 


© 1949, By U. S. News Pub. Corp. 
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WORLD IN SAME RUT—BUT WORSE 


Problems Like Those of ‘20s Pile Up Again 


World problems, four years 
after World War Il, look like prob- 
lems four years after the first 
World War. But there are big 
differences. 

Then and now: Alarm over 
postwar Russia, troubles in Brit- 
ain, uncertainty in U. S., revival in 
defeated Germany. 

But 1922 problems are sim- 
ple when compared with 1949. 
U.S., isolationist then, now is 
entangled in all the world’s 


troubles. 

The fourth anniversary of the ending 
of World War II occurs August 14. 
Then, on November 11, comes the 
thirty-first anniversary of the end of 
World War I. 

A strange mixture of similarities and 
contrasts is found in the record of what 
happened after World War I and what 
has happened and is happening after 
World War II. 

Four years after the first World War, 
Russia was the new bugaboo, Peace with 
Germany had been arranged long before. 
Britain was in trouble, A serious business 
setback had been weathered in the U.S. 
during 1921 and recovery was under way. 
Aid abroad had ended. There was the 
start of worry about war debts and 
whether the former Allies would pay. The 
League of Nations was _ functioning, 
though U.S. had refused to join. Mem- 
ories of war were fading. There was little 
fear of a new war any time soon. 

Four years after the second World 
War, Russia again is a bogey. This time 
she is far stronger than after the previous 
war, Peace terms with Germany have not 
yet been settled. Britain again is in 
trouble, with problems almost defying 
solution, A business recession in U. S. has 
been in progress for several months, Aid 
abroad still is large. The United Nations, 
with U.S. as the strongest member, has 
succeeded the old League. But there is 
much talk of a possible third World War, 
to be fought with atomic bombs. 

in November, 1922, on Armistice 
Day, headlines revealed a world still in 
transition from war to peace. President 
Harding put a wreath on the Tomb of the 
Unknown Soldier, buried in Arlington 
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Cemetery one year before. Woodrow 
Wilson, then ex-President, spoke briefly 
to 7,000 admirers who called at his home 
in Washington, expressing his hope that 
some day the U.S. would enter the 
League of Nations. 

During that month, Communists 
opened an international congress in Rus- 
sia and a peace conference of the Near 
East was being held in Switzerland. 
Mussolini, having seized power in Italy, 
was going ahead with “reforms.” The Ku 


Klux Klan was accused of crimes in 


Again the world is in flux. Looking 
back, the problems of 1922 now seem 
simple, compared with those of 1949. 

Russia, back in 1922, was troubling 
the West, much as she is now. Less than 
two years before, U.S. troops had been 
on Russian soil, fighting the Bolsheviks, 
as Communists then were called. Revolts 
by Communists in Germany, Italy and 
Bulgaria had been put down earlier. 
Bela Kun, a Communist dictator, had 
held power in Hungary for four months 
in 1919 before being overthrown. Red 





LENIN AND STALIN IN 1922 
. Russia was the new bugaboo 


Then as now.. 


Louisiana and Texas. President Harding 
called Congress in extra session to pass a 
bill subsidizing the merchant marine. 

The world seemed to be in flux in No- 
vember, 1922. By comparison with the 
years before 1914, it was a world of new 
complexities and problems. 

In August, 1949, headlines again 
are reflecting the gradual shift from war 
to peace conditions. Western Germany, 
under supervision of U.S., Britain and 
France, is forming a new Government. 
Communists are completing their victory 
in the civil war in China. U.S. announces 
that atom-bomb production is being 
speeded up. Congress, after seven months 
of regular session, is wrestling with nu- 
merous weighty matters—the question of 
arms aid for Western Europe, what to do 
about farm surpluses and how to spend 
the billions in the federal budget. 


troops, repelling a Polish invasion of the 
Ukraine in 1920, had hurled the Poles 
back to Warsaw, only to be stopped 
there by a French-led army. 

People 27 years ago were predicting 
when Russia would collapse internally, 
just as they are today. There was wonde1 
about what would happen when Lenin 
died, just as there is wonder now about 
what follows when Stalin dies. Nations 
of the West were trying to seal off the 
Bolshevik land to the east, as they now 
are seeking to “contain” the Russian 
power. 

Today, Russia is no longer the strug- 
gling and weak nation that she was in 
1922. She is recognized as the second 
strongest power in the world. Countries 
in Eastern Europe that she sought to 
control after World War I are firmly in 
her grip. Big estates, which Communists 
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then demanded be broken up, actually 
have been divided in this period into 
small holdings. Over much of the world, 
the name of Stalin is as much feared as 
was that of Lenin 27 years ago. 

Britain, four years after World War I, 
was faced with an economic crisis, Her 
external trade was stagnant. Many of her 
investments abroad had been used up by 
the war. Unemployment was widespread 
—1,500,000 workers were on the dole 
and another 1,000,000 were working 
short time. 

Now, four years after World War II, 
Britain is facing another crisis, even 
more serious than before. This time her 


UNITED STATES OF AMERICA 
trouble is not the lack of jobs, but the 


lack of U.S. dollars. For, without a 


continuing flow of dollars, she cannot Aid by 1922 had leveled off. Today it's still near a peak rate 

pay for the food and raw materials she 

needs. And, without the necessary food 

and raw materials, the living standards DRYS AND WETS 

of her people are certain to fall. 
Germany, in 1922, still was occu- 

pied by small Allied forces, though most 

of the Americans had gone home three 

years earlier. Inflation of the currency 


was rapidly getting out of hand. By This Pla N 
December, 1922, one U.S. dollar could — CLOS ED 


buy nearly 7,000 marks. France, insisting 

on reparations, began to demand the or ina ion 0 é 
right to seize the Ruhr. When the year 

ended, French troops were poised at the 

border, ready to march in—an action al in 0 ihi ion 
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they took just 11 days later. ai cube ie 
In 1949, Germany again is occupied— 
this time throughout her territory and by U. S. DISTRICT COURT 





much larger forces than before. The we 
country still is split between the forces Back in 1922, the padlocked saloon was a common sight to Americans 

of Russia and the West. Reparations are ; 

being exacted, as in the years after World Today, prohibition has almost been forgotten by a new generation 

War I. But, in Western Germany, the 
period of inflation is past. The currency 
has been revalued, and production is 
gaining by leaps and bounds. 

World peace was being sought in 
1922 through the newly formed League 
of Nations, meeting at Geneva. But the 
League had been weakened from the 
start, when the United States stayed out. 
Germany, still considered an enemy, and 
Russia, regarded as an outlaw nation, 
had not at that time been asked to join. 
Thus the League, in effect, was an in- 
strument of Britain and France. 

Today the United Nations has the job 
of keeping the world’s peace. This time, 
both U.S. and Russia are members. But 
the split between the world’s two great 
powers has kept the United Nations from 
settling any but minor disputes. The 
U.S. is relying mainly on the North At- 
lantic Pact, recently ratified by the Senate. 

Armaments were being reduced in 
1922, with another great war thought to 
be unlikely. Early in the year, the U.S. 
Senate had ratified a treaty on limitation 
of naval armament. Under that treaty, 

(Continued on page 18) Eastern Europe once again is seeing large estates broken up 
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THE IMMIGRANT FLOW 


In the early 20's, Reds were deported. Today, the hunt is on again 


THE PRESIDENTIAL PERSONALITIES 





Photos: Acme, Underwood & Underwood, International, Sovfoto, P. 


Looking back, Mr. Harding‘’s problems seem much simpler than those facing Mr. Truman 
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TODAY'S FLOOD OF U.S. WHEAT 
... and once again agriculture is facing trouble 


the U.S., Britain, France, Italy and 
Japan had agreed on definite reductions 
in their navies. Later in the year, a special 
commission of the League of Nations 
went ahead with plans for general world 
disarmament. 

In 1949, four years after World War II, 
armaments are being expanded, not re- 
duced. Plans for controlling atomic weap- 
ons are stalled in a dispute between 
U.S. and Russia, A resolution favoring 
general disarmament, passed by the U. N. 
General Assembly, is being ignored. In- 
stead, the United States is rebuilding its 
own armed forces and is preparing to 
supply arms to many other nations. 

Aid by U.S. to war-torn countries 
had all but ended in 1922, though re- 
lief in generous amounts had been ex- 
tended earlier to Belgium, France, Italy, 
Russia and more than a dozen other 
countries. The U.S. attitude was firmly 
set against forgiveness of war debts owed 
by the former Allies. 

Today, in contrast, foreign aid is at a 
rate of around $8,000,000,000 a vear 
and still is near its peak. The time is not 
in sight when such aid is likely to be 
ended. Repayment of loans is far in the 
future. 

The national debt of U.S. in 1922 
was $23,000,000,000, having been cut 
down from its high of $26,000,000,000 at 
the end of World War I. During that 
war, the $1,225.000,000 owed by the 
Government in 1916 had been multiplied 
20 times. 

Now the national debt is $254,000,- 
000,000, having heen reduced from the 
peak of $270,000,000,000 reached at the 
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end of World War II. During this second 
World War, the $43,000,000,000 the 
Government owed in 1940 had_ been 
multiplied six times. 

Postwar inflation was a thing of 
the past in ,1922. Prices had skyrocketed 
in 1919 and much of 1920. With rising 
prices had come demands for wage 
boosts. There had been many strikes. In 
the rural areas, there had been a farm 
land boom. Thousands of farmers had 
sold their farms for big sums of money 
and had gone to California to retire. 

That general pattern was repeated 
after World War II. Prices again sky- 
rocketed, and the inflation again brought 
wage demands, strikes, and a farm land 
boom. Now—four years after the war— 
price inflation has been checked. 

Business depression, which had 
followed inflation after World War I, was 
coming to an end in 1922 for all groups 
except the farmers. At the bottom of that 
depression, in August, 1921, nearly 6,- 
000,000 workers had been unemployed. 
Then demand for goods revived, produc- 
tion increased and the nation entered a 
period of good business. Farm surpluses 
continued, however, as foreign markets 
shrank, and agriculture remained in a de- 
pressed state. 

After World War II, the recession was 
much slower to appear. Up to now it has 
been much milder than the slump of 
1921. Again agriculture is in trouble, 
with surpluses piling up. 

The “red scare” in U.S. that fol- 
lowed World War I was receding by 
1922. Three years earlier, several hun- 
dred Communists had been deported by 





the Justice Department. There were 
trials and convictions for “disloyalty” 
under the Espionage Act. Eugene V, 
Debs, who three times had been the 
Socialist candidate for President, had 
been convicted for making disloyal 
speeches. 

The “red scare” that followed World 
War II is still at its height, with leaders 
of the Communist Party being tried on 
charges of conspiring to overthrow the 
Government by force. All Government 
employes have been subjected to the loy- 
alty check, and those found disloyal have 
been discharged. Alien Communists have 
been deported. Others, found guilty of 
spying, have been sent to prison. 

The political scene in 1922 
dominated by Republicans, who had 
taken power after the defeat of the Demo- 
cratic ticket in 1920. In domestic aftuirs, 
prohibition still had firm support, though 
the law was being violated more and 
more by bootleggers and “blind pigs.” In 
foreign policy, isolationism was the order 
of the day. Immigration was severely re- 
stricted for the first time in the na- 
tion’s history. The tariff was raised. In 
many parts of the country, the Ku Klux 
Klan was becoming a powerful political 
force. 

Today, the Democratic Party is in 
power, having held control of Congress 
for all but two of the last 16 years. There 
is no national prohibition law. Inter- 
national policies have bipartisan support. 
Immigration bars have been Jet down, to 
admit a limited number of displaced per- 
sons. The tariff is not being raised. But 
the Ku Klux Klan is being revived in 
some parts of the Souith. 

The White House in 1922, four 
years after World War I, was occupied by 
President Warren G. Harding, a former 
Senator, who had come from a small cits 
in Ohio. As President, he had surrounded 
himself with personal friends, and he was 
accused of letting the “Ohio crowd” run 
the country. 

This time another former Senator. 
Harry S. Truman, is President. He came 
from a small city in Missouri. He, too. 
has surrounded himself with personal 
friends and is being accused of letting the 
“Missouri crowd” run the country. 

Population of the U.S., back in 
1922, was about 106,000,000. Almost a 
third of the people lived on farms. Labor 
unions had 4,000,000 members, and were 
declining in strength. 

Now the population is 149,000,000, 
with only about one sixth of the people 
living on farms. Labor unions have 15,- 
000,000 members, and are maintaining 
their strength. 

All in all, the 27 years of growth 
since 1922 have made the U. S. a big and 
wealthy nation, recognized everywhere as 
the most powerful in the world. 
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Socialism: How the Rich Get Poorer 


Reported from LONDON and WASHINGTON 


British millionaires are getting 
scarce. High income groups are 
shrinking at a time when they 
are growing larger in U. S. 

- Taxes, leveling incomes, skim 
off most personal wealth. They 
leave only 70 Britons with $24,- 


000 or more a year. 

More than 18,000,000 of Brit- 
ain’s 21,000,000 taxpayers wind 
up the year with incomes of 
$2,000 or less, after all taxes 
are paid. 

In all of Britain, after six years of 
war and four years of Socialism, there 
are just 70 individuals with yearly in- 
comes, after taxes, of $24,000 or more. 

Ten years ago, just before the Euro- 
pean war broke out, there were 100 
times that many. 

These figures, released officially, give 
an idea of how the: British Government 
has used taxes to skim off the upper 
layer of personal incomes. This process, 
which has produced a marked leveling 
of incomes over the years, started with 
the war. It is being carried on by the 
present Labor Government, which has 
set out to redistribute earnings, to give 
the poor the advantage of Government 
services and benefits paid for by taxes 
on the wealthy. 

In U.S., taxpayers have had a taste 
of the same process. At one time, the 
late President Roosevelt declared that no 
American should have an income, after 
taxes, of more than $25,000 a year. Con- 
gress went along with the general idea, 
but, unlike the British Government, 
stopped considerably short of what Mr. 
Roosevelt suggested. Taxes in U. S. have 
risen sharply over prewar rates, but per- 
sonal incomes have risen even more. The 
result is that the number of Americans 
in high income brackets, after taxes, has 

increased, not diminished. 

How incomes are divided in U.S. 
and Britain is shown by the Pictogram 
on pages 20 and 21. Population of Britain 
is less than a third that of U.S. The pay 
scale, in general, is much higher in U. S. 
These facts should be remembered in 
comparing totals of each income group. 

Incomes above $24,000, after taxes, 
are received by an estimated 155,000 


Americans. That is more than 2,000 for 
every Englishman receiving that much 
money. 

Ten years ago, there were 37,000 
Americans and 7,000 Englishmen in this 
income class, In other words, during a 
period when high after-tax incomes were 
disappearing in Britain, the number of 
Americans in top brackets was multiply- 
ing. 

British millionaires are almost a thing 
of the past. The Government defines a 
millionaire as anybody whose total in- 
come—before taxes—is as much as $400,- 
000 a year, By that definition, there are 
only 54 millionaires left in Britain. On 
the same basis, there are about 20 times 
that many in the U. S, 

Incomes of $16,000 to $24,000, 
after taxes, go to about 200,000 Ameri- 
cans. In Britain, only 3,430 are in that 
bracket. 

Here, again, developments of the last 
10 years have produced opposite trends in 
the two countries. In U. S., the number of 
taxpayers in this group has more than 
quadrupled, In Britain, it has been re- 
duced by well over two thirds. 

Incomes of $8,000 to $16,000, after 
taxes, the general range of incomes among 
U.S. business executives, are received by 


‘915,000 Americans, In Britain, only 58,- 


000 persons, or about one sixteenth as 


many, are m this mcorme class. 
In the last 10 years, 710,000 Americans 


have been added to this group. In Britain, 
the number has remained about the same. 

In lower brackets, the number in both 
countries has increased sharply over the 
years. This is the result both of higher 
pay and of wider employment. 

Incomes of $4,000 to $8,000, after 
taxes, are paid to 4,030,000 Americans. 
In Britain, the number is 320,000, or less 
than one twelfth as many. 

This group has multiplied five times 
in U.S. in the last 10 years. It has 
doubled in Britain. Many of the English- 
men now in this income class were in the 
top brackets before the war. 

Tax burdens as they now stand in 
the two countries show the background 
of these wide contrasts in the middle and 
upper income groups. 

At $5,000 of net income—that is, in- 
come after deductions allowed by tax 
laws but before personal exemptions—a 
married Englishman has $3,704 left to 
live on after paying his taxes. An Ameri- 
can at that level, after paying his federal 
income tax, has $4,369 left. 

At $10,000, the British income tax 
takes more than a third. A married man 
at this level has $6,524 left. after he 
settles up with the Government. A $10,- 
000 man in U.S. can pay his federal tax 
and still have $8,379 to live on. 

. At $25,300, the gap widens still fur- - 
ther. Afi Englishman, after paying his 
tax, has $11,499, or less than half his net 
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AUCTIONING OFF THE FAMILY HEIRLOOMS 
... the wealthiest class has been all but eliminated 
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income, left for living expenses. An 
American realizes $19,123 out of a $25,- 
000 income. 

At $50,000, a married Englishman 
keeps only $15,624 for himself. In other 
words, the Government gets more than 
two thirds of his net income. In U.S., a 
$50,000 man has $32,799 left after pay- 
ing his federal income tax. 

At $100,000, an Englishman pays 
the Government all but $17,874 of his 
income. An American at the same income 
level keeps $53,597, or well over half. 

High as they are, British taxes on the 
wealthy are not what they were last year. 
The Government levied a one-year spe- 
cial tax on investment income. This was 
piled on top of the regular income tax, 
so that some Englishmen in top brackets 
found that their taxes exceeded their in- 
comes. 

Many an Englishman, once rich, has 
had to sell off his family estate—heirlooms, 
jewelry, furniture or real estate—to pay 
taxes and have something left to live on. 

In such sales, Britons get a break, be- 
cause they pay no tax on capital gains. 
In other words, a man has been able to 
sell property in a rising market, realize a 
profit, and pay no tax on the proceeds. 
In U.S., the profit on sales of property 
held six months or longer is taxed at 
rates that run as high as 25 per cent. 
Shor term capital gains are taxed at 
regular income rates. 

In general, however, British taxes, es- 
pecially in the upper brackets, dwarf any- 
thing ever seen in U.S., even at the 
wartime peak. 

Redistribution of income, a mat- 
ter of deliberate policy og the part of _ 
the British Government, already has gone 
a long way. The wealthiest class has 
been all but eliminated. At the.other end 
of the scale, Government benefits are 
passed out to prevent destitution. 

Yet the British Government is finding 
that this formula works no magic, that 
economic troubles of the country get 
worse instead of better. 

Even the British worker, the one who 
was supposed to get the benefit of So- 
cialism, is complaining that he has a hard 
time getting along. He is demanding 
more pay, less work, more of the benefits 
promised by the Government. 

By U.S. standards, the workers in- 
come is low and his taxes high. Out of 
21,000,000 British taxpayers, 18,375,000 
have less than $2,000 left after paying 
the year’s taxes. 

The working class, as well as the 
wealthy class, is having to help pay the 
cost of Socialism. More than $1 out of 
every $4 spent by the Government goes 
for social services. Taxes, altogether, take 
more than 40 per cent of the national in- 
come. Soaking the rich alone will not 
produce enough money to pay the bill. 
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Secret orders show the coming 
shake-up in U. S. fighting forces. 
A basic overhaul of defense strat- 
egy is planned. 

Navy, as blueprinted, is to lose 
importance as Air Force gains. 
Navy, Marine air arms are down 
for 50 per cent cuts. 

Shift stresses big bombers as 
first-line defense. It leaves Navy 
to protect convoys, move froops, 
fight submarines. 


A drastic change in the way U.S. is 
to be defended is being planned under 
secret orders of Defense Department 
policy makers. Those orders call for 
cutting Navy and Marine air strengths 
about in half, giving the Air Force an 
expanded role, shifting the ratio of bil- 
lions to be spent by the Army, Navy 
and Air Force. 

This basic shift in the nation’s vast mili- 
tary structure is to occur, if the secret 
orders are followed through, in the vear 
starting next July 1. Navy officials are di- 
rected to prepare their budget for that 
year in line with the greatly reduced force 
shown, in part, by the chart on page 23. 
Air Force and Army officials, in tim, are 
being told to base their budget planning 
on present strengths, with assurance of a 
larger proportion of defense dollars and 
defense missions. 

To bring about this shift in the pattern 
of U.S. defenses, Louis Johnson, Defense 
Secretary, is moving a long step beyond 
that taken when he canceled construction 
of a superaircraft carrier for the Navy. 
Under powers given by the Unification 
Act as just amended, he now is acting to 
alter the weapons and roles of the serv- 
ices, to reduce the Navy’s mission to that 
of sea patrol, and to give the Air Force a 
virtual monopoly over U.S. military air 
strength. 

What the secret orders do, essentially, 
is to direct a reduction in Navy and Ma- 
rine air power below the minimum that 
Navy planners regard as safe, and then 
order a smaller reduction in conventional 
sea strength. leaving it at a level well 
above the minimum called for in Navy 
estimates. This forces a change in Navy 
strategy and shifts more emphasis to Air 
Force and Army strengths, which are 
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Plan to Concentrate Power in Air Force 


ordered to be maintained at their present 
high levels. 

Biggest weapon cutbacks being 
ordered for next year are these: 

All types of aircraft carriers are di- 
rected to be cut below the minimum 
“safe” level laid down by Navy planners. 
Big carriers, those of the Franklin D. 
Roosevelt and Midway classes, are or- 
dered cut from eight to four in number. 
Smaller carriers, of the Saipan type, are to 
be reduced, in budget planning, from 10 
to eight. That would bring total carrier 
strength down from 18 to 12, compared 
with a strength of 15 carriers 
considered by Navy experts 
as a rock-bottom need. 

Carrier air groups, the 
combat air strength of these 
carriers, are to be reduced 
even further, from 14 groups 
to six groups, under the secret 
orders. This is far below the 
Navy's estimate of its mini- 
mum need for 10 groups of 
carrier planes. 

Marine air squadrons, 
which give ‘support for Ma- 
rine Corps amphibious opera- 
tions, are slated to be cut 
from 23 to 12 squadrons, 
about in half. That, too, is a 
reduction below estimated 
basic needs, with 13 squad- 
rons considered by the Ma- 
rines as the lowest safe 
strength for their air arm. 

Result of these cuts, over 
all, is to be about a 50 per 
cent reduction in Navy and 
Marine air strength, if reduc- 
tions are made next year as ordered. 

Navy strength in ships, other than 
carriers, also is to be reduced under the 
new orders, but to a level considerably 
above minimum strength that Navy plan- 
ners consider safe. 

Cruisers, for example, would be cut 
from 18 to 12 under next year’s budget 
plan. Yet this is several times the strength 
of four cruisers that Navy experts official- 
lv believe to be the minimum number 
needed if war comes. 

Destroyers also are to be reduced, 
from 162 to 140, with their strength still 
maintained above the “minimum” re- 
quirement for 124 ships. 

Submarines follow the same pattern. 
They are to be cut from 80 to 70, not to 
the Navy’s lowest “safe” estimate of 54 
vessels. 


> 


Mine layers and patrol craff actu- 
ally would be increased under the new 
orders, from 99 to 100, exactly twice the 
50 vessels estimated as minimum need. 

Amphibious ships, including troop 
carriers, also are to be increased, from 84 
to 91, compared with 43 ships listed as 
the minimum requirement. 

Auxiliary craft are ordered reduced 
from 251 to 223, still several times the 
basic strength of $1 vessels held needed. 

In addition, the number of aircraft to 
be used against submarines is also to be 
kept above minimum needs. Antisubma- 
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DEFENSE SECRETARY JOHNSON 


New powers may bring drastic changes 


rine air squadrons are ordered to be cut 
from eight to seven, still above the six 
squadrons considered as a safe strength. 
Patrol squadrons, too, are to be cut from 
30 to 20, compared with a basic estimated 
strength of 19 squadrons. 


Shift in defense plans of U.S., 


based in large part on this change in the 
relative strength of Navy weapons, is to 
be along these lines: 

Navy 
made in the proportion of air and sea 
weapons, is certain to be limited almost 
solely to antisubmarine warfare. Strength 
of the Navy, if the secret orders are car- 
ried out, will be concentrated in weapons 
for convoying U.S. cargoes abroad. Of- 
fensive weapons, and the plans for using 
carriers as floating bases for strategic 
bombing missions would he out. Major 
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job of the Navy then will be to operate 

and protect a newly organized Military N M > Ai A T B C t . ki if 9 

Sea Transport Service. avy, arine ir rms 0 e u in a s 
Air Force role, in turn, is to take over 
much of the offensive mission now held 
rce by the Navy. Air striking power of the 
U.S, will be almost wholly Air Force 
} power, not half Air Force and half Navy. 
ictu- Result is to be a shift in the make-up of 
new @ Air Force strength, with the number of 
e the heavy bombers for offensive missions 
need, ff quadrupled, the number of smaller bomb- 
troop ers cut and the number of tactical planes 

n 84 increased, 

das } Army role in U.S. defense is affected, 
too. The Army is slated to gain more tac- 
luced tical air support—transport planes for air- 
s the borne units and fighter planes to support 
dled. land operations—as a result of the shift in 
ft to air power to Air Force control. Army 
‘0 be planners also are told to expect a larger 
bma- proportion of defense dollars as a result 











of the Navy cutback. 

Net result of the secret orders, thus, is 
to be an increase in the importance of 
Air Force bombers as the only remaining 
quick means of retaliation, an increase 
in the striking power of the Army and a 
sharp reduction in the striking power of 
the Navy in U.S. defense planning. 

Behind this shift in the basic strat- 
egy for U.S. defense is a new set of 
powers given to Mr. Johnson by Congress 
to centralize control of the armed forces 
and cut competition between the services. 


Under new amendments to the Unifica- BIG CARRIERS (MIDWAY TYPE) SMALLER CARRIERS (SAIPAN TYPE) 
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in the end, by the Defense Secretary 
rather than by the Joint Chiefs of Staff. 
In the past, nearly all such decisions have 
been compromises worked out bv the 
three chiefs of staff, Now any disagree- 
ment among those officials is to be re- 
ported by a new military chairman to Mr. 
ne Johnson, who has the power to decide 
such policy matters himself. Moreover, he 
is to be the only Cabinet member from 
the military services, so that the President 








cut will tend to accept his decisions, even 
sis though contested by civilian heads of the 
sth. military departments. ; Present strength ........ 14 Present strength ........ 23 
“om Budget decision, the allocation of 
ted defense dollars that determines just what Would be cut to........ " WR Pee is 
each service is able to do and what its 
oe role will be, also is centralized now in the ® 
the hands of an Assistant Defense Secretary 
ie under Mr. Johnson. The individual serv- 
ices will be inclined to accept budget ‘ i 
— orders from the Defense Secretary with- ee 
bie out question, to avoid appealing to Con- 
tat gress or the President over his head as 
sth they are privileged to do. 
ar- Outcome of this situation may mean 
ae a saving to taxpayers of $1,000,000,000 — : ty; cudne-e ees. By U.S. Haws Fub. Cocp.s plioles: U. 5. Navy. Maxine Coxpa. Acme 
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West Coast Business Strides Along 


Reported from SAN FRANCISCO, PORTLAND and SEATTLE 


Slump all but missed the West 
Coast. Business, after the boom, 
stays good. Industry is growing. 
Building is near peak. 

Everybody worried about the 
bust that didn’t come. Cities are 
thriving with new orders for 
planes, metals, other goods. 

Population continues to grow. 
Jobs are fairly plentiful. As it 
appears, war boom was just a 
spurt in Coast's steady growth. 


The West Coast and the Far West- 
ern States generally are riding out the 
postwar slowdown in business with 
less disturbance than almost any other 
part of the country. Boom conditions 
that gave the West a sensational 
growth during and after the war are 
not being followed by a bust, as many 
expected they would be. 

Population keeps on rising. It now 
exceeds 14,500,000 for the three West 
Coast States, an increase of nearly 5,000,- 
000 since 1940, and is greater than the 
population of Canada. Unemployment is 
higher than it was, but not burdensome. 
Trade levels are high. Industry is con- 
tinuing to expand. Building activity goes 
on at near-peak levels. The West is show- 
ing a definite trend toward better inte- 
gration of industry, with more use of 
resources in raw material and capital, 
with less dependence upon other parts 
of the country for manufactured goods 
and investment funds. 

The relative stability of the West dur- 
ing a period of business strain is far 
greater than most people had expected. 
During war, the Far West underwent a 
mushroom growth. Population skyrock- 
eted. The aircraft and shipbuilding in- 
dustries grew at a phenomenal rate. 
Military installations were immense. 
When war ended, wartime industries 
shrank to a fraction of their war size. The 
military setup faded. On top of that, 
the motion-picture industry was hit hard 
by import barriers imposed by other 
countries. 

It looked like a natural setup for a 
collapse. Yet, instead of running into 
trouble, the West went on growing and 
expanding. 
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There is much evidence that business 
activity is strong. Farm income, instead 
of falling as it had done in the nation as 
a whole, actually exceeded 1948 in the 
early part of this year. Department-store 
sales are down less than in the rest of 
the country. The percentage of business 
failures in the West is lower than the 
national percentage. Normally, the re- 
verse is true. Demand deposits, which 
provide an index of business activity, 
were three and one-half times as great 
in the West in 1948 as in 1940, whereas 
the country as a whole showed an in- 
crease of only two and one-half times. 

What has happened to give the 
West this added lift is related to condi- 
tions that could not have been foreseen 
at the end of the war. 

The aviation industry, for example, 
has shown unexpected strength. Pro- 
duction of airplanes and airplane parts 
is running far ahead of prewar output. 
Employment in aircraft plants has in- 
creased 27,000 in the last year and is 





continuing to expand under heavy orders 
from the military and orders from com- 
mercial air lines. Boeing plants in Seattle 
and Renton, Wash., are employing 25,000 
workers, only 500 fewer than during the 
postwar peak. This is a jump of 15,000 
from the 10,000 employed during the 
postwar low of 1946. 

Food, both growing and _ processing, 
has provided many new jobs. Some of 
this is due to expansion of the frozen- 
fruit and vegetable industry, after an 
early postwar slump. Thousands of new 
jobs for farm workers have been created 
by irrigation and reclamation projects 
that have brought water to new areas. 

Lumber, although declining gradu- 
ally from 1948 production peaks, is pro- 
viding many more jobs than before the 
war, Expansion of the plywood industry 
and an increase in pulp production are 
offsetting the drop in amount of lumber 
sold for export. The amount of money 
paid out to lumber workers in Oregon 
shows the tremendous growth of this in- 
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dustry in recent years. That pay roll stood 
at $260,000,000 in 1948, compared with 
$62,000,000 in 1940. 

New industries, too, are an impor- 
tant factor in propping up business ac- 
tivity. Aluminum in great quantities is 
shipped to markets in the East and Mid- 
west. Forty per cent of the country’s 
ingot-aluminum capacity is located in 
the Columbia River Valley. The industry 
is expanding with new facilities of its 
own and new supplies of power. 

Steel, which became big business in 
the West during the war, continues to 
boom, At least one company is employing 
more workers than during the wartime 
peak of 1943. Automobile assembly 
plants are continuing to expand. 

The West now is making many kinds 
of machinery, from small generators to 
heavy earth-moving equipment. 

Construction needed to provide plants 
for these expanding industries continues 
at a high level. California led the nation 
in building activity during the first quar- 
ter of 1949, with $482,000,000 under 
contract, compared with $277,500,000 
for Texas and $269,000,000 for New 
York, 

Government pay rolls provide a 
strong floor for the economy of the West. 
California, alone, has 206,000 federal 
employes. Only the District of Columbia, 


with 223,000, has more. California also 
has 312,000 employes of State and local 
governments, trailing only New York in 
this respect. In addition to the thou- 
sands of workers holding regular Federal 
Government jobs in the West, there are 
additional thousands employed on Gov- 


ernment construction and in 
military establishments. 

Population growth in itself normally 
generates some jobs, but on the Coast 
employment has increased more rapidly 
in recent years, proportionately, than the 
growth of population. Houses, schools, 
utilities, roads and services have created 
work for thousands. Manufacturing em- 
ployment is up 74 per cent from 1940, 
while employment in utilities has climbed 
76 per cent. 

Business strength in the West has 
been maintained in the face of a num- 
ber of factors that were expected to have 
a more depressing effect than they had. 

Sales abroad have not lived up to 
postwar expectations. Trade with the 
Orient is stagnant and shows little sign 
of improving. In Europe, the dollar short- 
age has lessened demand for lumber, 
fresh and dried fruits and other West 
Coast products. 

Strikes in the shipping industry, on 
the West Coast last year and in Hawaii 
this year, are costing ship operators and 
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workers millions of dollars in cargoes 
and wages. 

Power shortage, especially in the 
Northwest, has kept out new businesses, 
and thereby reduced the number of po- 
tential jobs. 

European Recovery Program has 
brought little business to the West 
Coast. One lumber contract will bring 


the Northwest $4,000,000, compared 
with lumber orders going to Canada 


totaling $6,000,000. 

Higher freight rates add to the cost 
of selling the West’s products to the 
rest of the country. Early in 1946, a 
California cannery could ship canned 
peas to New York for $1.02 a hundred 
pounds, while a competitor in Wisconsin 
paid 52 cents. Now, the West Coast rate 
is $1.60 a hundred and the Wisconsin 
rate 79 cents. The Northwest, which has 
supplied more than a third of the frozen 
fruits and vegetables consumed in. this 
country, has watched this proportion 
decline as freight rates have increased. 

Influx of job seekers is continuing 
at a time when industry is cautious over 
expanding its facilities in the face of fall- 
ing prices and declining production. Mi- 
grants are being advised by California 
employment agencies to make sure that 
jobs are available in the area in which 
they intend to locate. 

Unemployment on the West Coast is 
higher than a year ago, but that does not 
mean there are fewer jobs available now. 
More workers are competing for the 
same number of jobs that was available 
then. There is little of the prewar rest- 
lessness apparent among the jobless now, 
of the kind that spawned the Townsend 
movement, the “ham ’n’ eggers,” and the 
demand for “$30 every Thursday.” 

The number of jobless may rise in the 
autumn, when farm jobs taper off, but 
the impact will be cushioned by liberal 
“unempioyment benefits and other types 
of welfare payments. California has a 
$75,000,000 fund for “rainy day” needs. 
Washington offers free medicine, free 
hospital care and many other types of 
social security to its needy. Public-works 
programs calling for construction of new 
schools, roads and water projects will 
help take up the slack of residential 
building. 

Signs of an early upturn in business, 
already appearing in various industries 
throughout the country, are viewed with 
optimism on the West Coast. If the up- 
turn continues to spread, the West may 
suffer less from the postwar adjustment 
than some other parts of the country. 

Whatever happens, most Far Western- 
ers are convinced that the West will con- 
tinue to enjoy healthy expansion for 
many years to come. The wartime boom 
is looked upon as a spurt in the area’s 
steady growth. 
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JAPAN: OFF U.S. DOLE BY 1953? 


Getting Japan off the U. S. 
dole is to cost $2,170,000,000. 
Even then, the “MacArthur Plan” 
for recovery might not work. 

Goal is to get Japanese on a 
pay-as-you-go basis by 1953. It 
means big production, big ex- 
ports, underselling U.S. goods. 

Plan, if it works, will cut Ja- 
pan’s buying in U. S., send Jap- 
anese trade into Communist-con- 
trolled markets in Asia. 

Japan now is beginning to operate 
under an American-made plan to get 
the country on its feet by 1953. If the 
plan works, the bill to U. S. taxpayers 
for postwar aid to this conquered 
country will add up to $2,170,000,000. 

Trouble is that the Japanese economy 
thus created will remain a problem for 
Americans whether they pay direct re- 
lief to the Japanese or not. According 
to plan, Japan, in 1953, will be buying 
less from the United States. Japanese 
industry, using cheap labor, will be un- 
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Reported from TOKYO 


derselling U.S. goods in world markets. 
And Japanese traders will be doing 
much of their business with governments 
run by Communists. 

All this is wrapped up in a three- 
year plan for Japanese recovery made 
by American economists on the staff of 
Gen. Douglas MacArthur in Tokyo. 
Their aim is to end the flow of U.S. aid 
to Japan, which already totals $1,300,- 
000,000. The plan they drafted calls for 
spending an additional $870,000,000 be- 
fore Japan pays her own way. 

Upsets and readjustments in the plan 
as now written are almost certain. Policy 
shifts required still must be approved by 
Washington. U.S. aid to Japan for the 
current year still awaits action by the 
U.S. Congress. Japan’s earnings in the 
future are dependent on the fluctuations 
of world prices. But the build-up of 
Japan’s economy is already under way. 

The MacArthur Plan for Japan is 
based on the idea that 82,000,000 Jap- 
anese, stripped of their colonies and the 
armed forces that enabled them to ex- 
ploit an empire, can and must get along 
without U.S. aid in the near future. 

Ending U.S. subsidies will be a 
gradual process. Without dollar aid for 
the years just ahead, Japan’s American- 
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made economy would collapse. Plan now 
is to give Japan $495,000,000 for the 
year ending June 30, 1950, and $250,. 
000,000 for the next year, with a third 
installment of $125,000,000 for the year 
ending June 30, 1952. In the 12 months 
after that, it is hoped, Japan will carn 
her own way without aid from the 
United States. But there is no guarantee 
that the U.S. Congress will vote this 
much money for Japan, no assurance 
that Japan’s earnings will reach the 
levels desired by the planners. 

Exports from Japan to the rest of the 
world are scheduled to rise from about 
$500,000,000 this year to $1,325,000,- 
000 in 1953. 

Imports are to go up to $1,500,000,- 
000 by 1953, about double the present 
rate. 

Over-all deficit in Japan’s trade thus 
is expected to be about $175,000,000 by 
1953. The planners hope that Japan can 
earn this much in shipping and in the 
tourist business. 


Dollar expenditures, over all, are to - 


be trimmed. Japanese purchases of U. S. 
cotton are scheduled to rise sharply, 
reaching $170,000,000 in 1953, double 
last year’s. Cuts in other items now 
bought with dollars will bring down the 
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Total cost to U.S. 
$2,170,000,000 





$1,300,000,000 paid out 
to feed and clothe the people 







$870,000,000 more expected 
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$1,325,000,000 
export level by 1953 


$175,000,000 to be earned 
from shipping and tourists 







$1,500,000,000 
import level by 1953 
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total amount of dollars Japan spends 
each year. 

Food supplied by the U.S. last year 
cost $200,000,000. From now on Japan 
will buy more rice in Asia, less grain 
fom the U.S. By 1953, Japan’s dollar 
urchases of food are to be trimmed to 
| $90,000,000. 

Petroleum products for Japan last year 
came exclusively from dollar markets 
and cost $60,000,000. Under the Mac- 
Arthur Plan, Japan is slated to buy about 
$100,000,000 worth of petroleum prod- 
ucts in 1953, but most will come from 
British and Dutch sources and will be 
paid for out of Japan’s exports to Brit- 
ain and the Netherlands. 

For U.S. exporters, the MacArthur 
Plan means Japan will buy less of 
American goods than she now buys. The 
fact is, however, that U.S. exports to 
Japan last year were financed largely by 
the U.S. taxpayer. Japanese imports 
from the U.S. amounted to $441,51]1,- 
000 in that year while Japanese sales to 
the U.S. came to only $66,000,000. 
Most of the difference came out of U. S. 
aid. In 1953, if things work out accord- 
ing to plan, Japan will buy $390,000,000 
worth of U.S. exports and will sell the 
U.S. $160,000,000 worth of Japanese 
exports. The difference is to be made up 
by Japan’s earnings in markets other 
than the dollar market. 

Dollar earnings by Japan, the plan- 
ners admit, will be hard to boost. Before 
the war, for example, Japan financed a 
large part of her purchases from the 


U.S. by the sale of silk. Silk and silk- 
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fabric exports from Japan to all coun- 
tries were $150,000,000 to $200,000,- 
000 a year. Now, however, various sub- 
stitutes for silk have cut into the market. 
Silk exports currently are bringing in 
less than $24,000,000 a year; little more 
could be absorbed on world markets. 

The shift in Japanese buying - from 
dollar to nondollar areas has already be- 
gun. In the 12 months ending June 30 
of last year, 82 per cent of Japan’s pur- 
chases were in dollars, only 6 per cent 
in British sterling. Through the next 12 
months only 60 per cent of Japanese im- 
ports was priced in dollars while 17 per 
cent was paid in sterling. By 1953, ac- 
cording to plan, Japan is to buy only 25 
per cent of her imports with dollars, 25 
per cent with sterling and 50 per cent 
with other currencies. 

In practice, many of the shifts in trade 
contemplated under the MacArthur Plan 
may turn out to be impractical. But, in- 
side Japan, there is ample evidence that 
the Japanese Government, following 
American directives, is turning the coun- 
try’s economy in that direction. 

Producing the goods in the quan- 
tities required under the MacArthur Plan 
will not be Japan’s major problem. The 
country’s industrial capacity is high 
enough to hit the targets set, given the 
necessary imports of raw materials. 

Cotton mills now available in Japan 
will be partly idle under the MacArthur 
Plan, only because Japan cannot afford 
the dollar expenditure required to get 
the raw cotton for capacity output of 
cotton textiles. But cotton-textile exports 
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‘MADE IN JAPAN’ 


Will goods made in America be undersold? 
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in 1953, though less than prewar amounts, 
are scheduled to rise to almost double 
the present rate. 

Coal mines in Japan already are ex- 
ceeding the 1930-34 rate of output. Cur- 
rent production is at the rate of 40,000,- 
000 tons annually. Under the MacArthur 
Plan it is to be raised to 50,000,000 tons 
a year by 1953. The aim is to cut out all 
coal imports from the U.S. and Canada, 
which cost more than $20,000,000 last 
year, by increasing domestic output and 
buying coal in nondollar markets. 

Steel plants in Japan, many of them 
built to produce arms and warships, are 
quite adequate ‘for the 3,000,000-ton 
annual target set for 1953. Output al- 
ready has reached a rate of more than 
2,500,000 tons of steel per year. 

Labor is no problem for Japan as far 
as availability and cost are concerned. 
Average worker in Japanese industry 
now gets about $22 a month, much more 
in terms of purchasing power than he 
earned before the war, although only a 
fraction of the money earned by U.S. 
workers. Japan’s industry is riddled with 
waste and inefficiency, but labor is still 
so cheap that Japanese goods can sell 
more cheaply on U.S. markets than 
U.S. goods. Quality of the Japanese 
product, however, is generally below 
U.S. standards. 

Selling the goods made in Japan 
is a problem that brings General Mac- 
Arthur’s planners into conflict with the 
U.S. policies made in Washington. 

Communist buyers are given a major 
slice of Japan’s future trade by the Mac- 
Arthur planners. The planners are count- 
ing on Japanese sales to Communist 
China to finance imports of at least 
$180,000:000 worth of food and raw ma- 
terials from that area by 1953. Such trade 
is unlikely until the U. S. accords at least 
de facto recognition to the Communist 
Government in China. And, without such 
trade, the MacArthur Plan experts be- 
lieve that the U.S. may have to give 
Japan as much as $200,000,000 a year to 
maintain current standards. 

British buyers and other purchasers 
ready to pay in sterling are slow to take 
Japanese goods now because the U.S. 
insists that all trade balances must be 
settled in dollars. Japan’s sales in sterling, 
as a result, are dropping off, kept down 
by buyers to the amount they can earn 
by sales to Japan. 

A self-sufficient Japan, thus, is 
not likely in the immediate future. At 
best, in the world-wide price decline, 
Japan will be hard pressed to sell as 
much on world markets as the Mac- 
Arthur Plan proposes. But the planners 
here are requiring Japan to readjust the 
country’s economy to prepare for a sharp 
reduction, if not a complete shutdown, 
in U. S. dollar aid. 
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WHY AID TO CHINA FAILED 


Nationalist Leaders Blamed in Official Report! 
| 


Official U.S. view of China: 
Graft, corruption, incompetence 
make Chiang Government a bad 
bet, not worth more aid. 

American billions in arms, 
equipment, food, advice have 
gone for nothing. Chiang and his 
leaders get most of the blame. 

U.S. is ready to charge China 
off as a lost cause. Next decision, 
not yet reached, is what to do 
about the Communists. 


Full story of the failure of U. S. pol- 
icy in China now is told for the first 
time in a 1,095-page White Paper pub- 
lished by the Department of State. 

Here, in brief, are the facts reported 
by the U. S. Government: 

Communist conquest of the whole 
of China is only a matter of time. Better 
part of China is already Communist. 

Responsibility for what has _ hap- 
pened in China, according to American 
observers, rests squarely on the Chinese 
Nationalists of Chiang Kai-shek. 

Cost to the U. S. of this failure in 
China adds up to $3,014,400,000 in loans, 
grants and credits to Chinese Nationalists 
since V-J Day. Counting wartime aid, 
the total is $4,530,000,000. 

American equipment and arms 
costing nearly $2,000,000,000 went to 


Nationalists: Now the Communists have’ 


most of it. 

In a few days of fighting last Novem- 
ber the Nationalists lost, among other 
things, 100,000 American rifles. In 4% 
months they lost 1,000,000 men with 
equipment. 

American warplanes, given to the Na- 
tionalists, were flown by their pilots to 
Communist airfields and surrendered. 

American economic aid to China 
was badly administered by Chinese. Much 
was lost through graft and incompetence. 

Wedemeyer mystery, the mission 
of Lieut. Gen. Albert C. Wedemeyer to 
China in 1947, is cleared up. Two years 
ago, before the Communists took over 
Manchuria and drove into Central China, 
the Wedemeyer report to President Tru- 
man urged: 

More U.S. aid to China, including 
arms, ammunition, vehicles, ships and 
planes, but only under U. S. supervision 
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and only if the Chinese acted on U.S. 
advice; 

Surrender of Manchuria to a com- 
mission of five powers including the U. S. 
and Russia in order to prevent Manchuria 
from becoming a Soviet satellite; 

Reorganization of Nationalist China’s 
whole Government and its armed forces. 

General Wedemeyer talked to many 
Nationalist leaders, including President 
and Madame Chiang Kai-shek. He spoke 
to them so bluntly of Nationalist corrup- 
tion, dishonesty, graft and incompetence 





niaran from Rapho-Guillumette 
CHIANG KAI-SHEK 
... a bad investment 


that one high official actually wept. But 
little was done. 

Nationalist incompetence, the re- 
port shows, weakened resistance to Com- 
munism. 

Chiang Kai-shek is viewed as a one- 
time revolutionary turned personal dicta- 
tor who lost the confidence of his people. 
Americans: found he resented criticism 
and was unwilling to get rid of corrupt 
and inept officials and generals. 

Rich Chinese with at least $1,000,- 
000,000 invested abroad did not come 
forward to help the Nationalists. Some 
with relatives high in the Government 
only sought to increase their wealth. 

For example, the Hwainan Coal Mine, 


largest in Central China, is controlled by 
the Soong and Kung families, whose 
members include Madame Chiang. These 
families have large assets abroad. But | 
they refused to invest foreign exchange J 
to develop the mine when coal was 
needed for the war effort. Development 
was financed with $1,000,000 borrowed | 
from the U.S. 

Poor Chinese made most of the sacri- 
fices. Corrupt tax collectors often took 
what the peasants needed to suppor 
themselves, accepting bribes from rich 
tax evaders. 

Soldiers were arrogant and rude to 
civilians. They looted and stole. Morale 
dropped. Retreats turned to headlong § 
routs. The Nationalist armies did not 
have to be defeated; they disintegrated, 

On Formosa, the island returned to 
China after 50 years of Japanese rule, the 
Nationalists were hailed as liberators in 
1945. But they ruled so badly that the 
Formosans revolted. Nationalist troops 
killed thousands. When the U.S. prof 
tested, a civilian governor was appointed 
But now the island is back under mili- 
tary rule. Last spring the Nationalists 
asked the U.S. to take a lien on the is 
land as security for a new loan. 

Chinese students, usually the main 
stay of revolutionary movements it 
China, once supperted the Nationalists 
Now they are described by American 
as 90 per cent anti-Nationalist. 

New policy for the U. S. in Chin 
is not spelled out in detail in the Whit 
Paper. But the trend, indicated in Secre 
tary of State Doan Acheson’s letter 9 
transmittal to the President, is this: 

No more aid for Chiang is likelj 
U. S. is writing off most of China as a bad 
investment. 

Recognition of the Communists }) 
the U.S. depends largely on the behavioi 
of the Chinese Communists themselves 

Containing Russia in the Far Eas 
now is to be limited mainly to efforts to 
check any spread of Communism beyond 
China’s borders. In China itself, the 
White Paper admits that the U. S. failed 
in its purpose, but places the blame on 
China’s lack of competent leadership. 

Summed up, official view is this: “The 
unfortunate but inescapable fact is thal 
the ominous result of the civil war in 
China was beyond the control of the 
Government of the U.S. Nothing that 
this country did or could have done 
within the reasonable limits of its capa 
bilities could have changed that result. 
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BELGRADE....ATHENS....BERLIN....CANBERRA.... 








>> Two proposals, one by U.S. strategists, one by Marshal Tito of Yugoslavia, 
hint at new and more direct action against the domain of Joseph Stalin. 

U.S. proposal is implied in the pending $1,450,000,000 arms bill. Proposal 
is taken to mean that U.S., with some of this money, ought to arm any group, 
anywhere, that can fight effectively against Stalin--in Europe, Asia, even Rus- 
sia. Proposal, even if killed by Congress now, is likely to show up later on. 

Tito proposal amounts to a public offer to help anti-Stalinist groups in 








Bulgaria and Albania overturn their Moscow-directed governments. Tito's offer 
presumably extends to secret arming, to anything short of outright war. 
Two proposals, added up, can mean preparations for localized, armed counter- 





offensives against Stalin, for guerrilla warfare inside Stalin's empire. Idea 
seems to be to use some of Stalin's favorite methods against him, for a change. 


>> Methods useful in this kind of warfare are no secret. U.S. Office of Stra- 
tegic Services tested them out in World War II, when it got behind German lines 
in Europe, helped anti-Nazis resist the Nazis. This is the technique: 

Special agents slip through enemy lines or parachute from planes. 

Espionage system is set up in enemy area with help of friendly groups. Con- 
tact with headquarters is maintained by radio as well as by secret messengers. 

Secret radio station is established for propaganda and recruiting. 

Arms and supplies may be flown in, dropped at prearranged time and place. 

More help from abroad is offered in case of a general uprising. 

Russians are doing something like this in Greece now, and using variations 
of the technique in other places, without getting involved in a world war. 

















>> Targets for this kind of operation, if decided on by U.S., are plentiful. 

Logical target in Europe is Albania. It's one Soviet satellite cut off 
from Moscow. Tito stands between Albania and the rest of Stalin's Balkan em- 
pire. By policing Yugoslav-Greek border, Tito has already cut land communica- 
tion between Bulgaria and Albania. He has also notified Moscow that Soviet planes 
to Albania must land in Yugoslavia. So Albania may be ripe for further pressure. 

Target in Asia, though a diminishing one, is South China. Idea long held 
by some U.S. officials is that U.S. arms, instead of going to Chiang Kai-shek, 
should go to individual Nationalist generals likely to fight harder. 

It remains to be seen, of course, whether U.S. arms program will take this 
direction in either Asia or Europe. So far, only hints have been dropped. 








>> In Greece, where Soviet help has enabled guerrillas to go on fighting for 


three years, an end to that fighting is still not in sight. 
(over) 
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WORLDGRAM-- (Continued) 


Rebel strength is down to 20,000, against 26,000 a year ago. 

Rebel losses are eStimated at about twice those of the Greek Army. 

What keeps rebels fighting is partly recruits and supplies from Bulgaria 
and Albania, partly whatever rebels can get by conquest in Greece itself. Some 
heavy guns and supplies keep coming across the borders. Occasional rebel raids 
on Greek towns produce food, clothing, arms, along with recruits and hostages. 
Greek Army, though 150,000 strong, can't police all Greece or stop all raids. 

End of Greek war is thus not expected until Bulgarian, Albanian borders are 
sealed. As things stand, only Joseph Stalin is in a position to attend to that. 

U.S. aid to Greek economy, however, is expected to continue even if fight- 
ing stops. Nobody in Athens expects Greece to be self-Supporting anytime soon. 
British aid, largely through British banks, kept Greece afloat for generations 
before the war. Theory now is that U.S. will carry on where Britain left off. 














>> U.S. is taking a new tack in Berlin. It's preparing to get along with Rus- 
Sians somewhat more quietly, as in Vienna during most of the last four years. 
Fact is that opportunities for U.S.-Soviet friction in Vienna all this time 
have been about aS numerous as in Berlin. Both cities are under four-power oc- 
cupation. U.S.-Soviet relations in Vienna, however, have produced few crises. 
Trend in Berlin is now toward some of this Viennese calm. 
Berlin air lift, for one thing, is tapering off, due to end in October. 
Role of military is diminishing as U.S. civilians replace U.S. military in 











supervising Germany, as West Germans prepare to inaugurate own government. 

Shifts in U.S. personnel reinforce this trend toward calmer U.S.-Soviet 
relations in Berlin. Transfer of most U.S. personnel from Berlin to Frankfurt 
means fewer U.S.-Soviet contacts in Berlin, fewer chances for conflict. Replace- 
ment of outspoken Brig. Gen. Frank L. Howley by diplomatic Maj. Gen. Maxwell 
Taylor, as U.S. military commander in Berlin, iS another straw in the wind. 

Day of the hard-boiled, military approach may thus be fading out. 

Russians can upset this outlook, but so far show no inclination to. 








>> On the other side of the globe, in Australia, a coal strike in midwinter 
has tied the country up in knots, put the Labor Government on a very hot Spot. 
Trouble started when 23,000 coal miners struck June 27 for higher wages, 
35-hour week, three months' vacation once in seven years, plus annual vacations. 
Subject to compulsory arbitration, miners refused to settle dispute that way. 
Trouble grew when coal shortage shut down industries, threw some 600,000 out 
of work, put Australians on wartime gas, electricity, transport rations. 
Showdown came when the Labor Government reluctantly asked and obtained 
emergency powers to deal with the strike. Top union officials, including Commu- 
nist head of miners' union, were jailed for using union funds to aid strikers. 
Then troops were called out to dig coal and to unload emergency coal imports. 








>> What's ahead, as Australians see it, is this: 
Labor Party chances of victory at election this autumn now seem much less 
certain. Government's handling of the strike is being criticized by both sides. 
Miners, after losing several weeks' pay, face threat of more open-cut min- 
ing, a need for fewer miners. Mine union, too, has critical internal troubles. 
Communists, figuring to gain by strike, can expect growing opposition in- 
side unions, face far-reaching attack by the Government as well. 
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ife Around the World 


Travel is easier in Americas, but be ready 


to promise not to overthrow a government 


BUENOS AIRES 

OME DAY TOURISTS may be able to 
S wander at will all over the American 
continents, almost as unrestricted as 
they now travel through the U.S. But 
such easy-come, easy-go vacations are 
not here yet. Not by a long sight. 

Tourists are a highly important in- 
dustry for many Hemisphere countries. 
Many of them, however, have set up 
barriers that make a trip across their 
borders a discouraging task. 

The traveler in South America, for 
example, must carry along a stack of 
letters attesting his good character and 
financial solvency, certificates to prove 
he isn’t sick, the usual passport and 
consular visas—plus a hatful of photo- 
graphs. 

At least one country insists that the 
photographs have “both ears showing.” 
Another requires that the tourist present 
his ticket, paid in full, in and out of the 
country before he can get a visa. Still 
another makes the visitor promise in 
writing not to overthrow the Government 
while passing through. 

In Brazil, an official pops a thermom- 
eter into a visitors mouth almost as 
soon as he steps off the plane. The idea, 
of course, is to find out if you’re sick. 
Although a Brazilian scholar once re- 
ferred to the country as “a huge hos- 
pital” because so many of its people are 
diseased, the port-of-entry authorities 
obviously fear the worst from abroad. 

The Inter-American Travel Congress, 
representing governments of all the 
American republics and Canada, set out 
to simplify travel rules for the Americas 
during its meeting in Buenos Aires 
earlier this year. But all recognized the 
fact that taking red tape out of travel 
is a job that can’t be done overnight. 

Foremost of the achievements of the 
Congress is the Inter-American Tourist 
Card, which is to replace passports. The 
delegates agreed in principle that this 
should be done. But the resolution car- 
ries an escape clause that often renders 
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it meaningless so far as immediate prac- 
tical results are concerned. The card is 
to apply to all countries that adopt it 
and that do not have contrary legisla- 
tion. So far, few have shown any great 
haste to substitute the card for the more 
impressive passport. 

The Congress also wants all countries 
to adopt uniform markings and symbols 
for roads, maps and guides. It wants 
officials to ease the rules for taking auto- 
mobiles in and out of countries, to sim- 
plify regulations about cameras, money 
and a host of other travel necessities. 

The 22 countries agreed to consider 
as personal effects such items as cam- 
eras, typewriters, golf clubs and skis. 
This, too, is theoretical rather than ac- 
tual. At present, many countries make 
it difficult for tourists to carry such 
things around without paying customs 
duties and getting special permits. 

All the American republics recognize 
the nice cash business that goes along 
with sight-seeing travelers. Travel- 
minded citizens are enthusiastic over the 
prospects of making things easier for 
the visitor. But, despite the enthusiasm, 
it is going to be a long time before the 
tourist can wander about the American 
republics as free of legal paraphernalia 
as he is now when he goes from New 
York to California. B.S.R. 


Kaiser's kin want 
to leave Germany 


HECHINGEN, GERMANY 
HE HOHENZOLLERNS, one-time rulers 
Toi the German Empire, don’t seem to 
like life in Germany any more. If they 
can, they prefer to live elsewhere. 
Princess Cecilia, the granddaughter 
of the late Kaiser Wilhelm II, has just 
married a Texas interior decorator and 
gone to the U.S. Her father, Crown 
Prince Wilhelm, wants to move to Hol- 









land. The Crown Prince. who might be 
ruling Germany today had his father’s 


armies not lost World War I, 
to regain from Dutch seizure the castle 
at Doorn where the aged Kaiser Wil- 
helm II spent the last years of his exile. 

As a result of these events, Germans 
now hear for the first time the full story 
of the death and funeral of their former 
Kaiser. When Wilhelm II died in 1941, 
Nazi Propaganda Minister Joseph Goeb- 
bels hushed up most of the details. 
Adolf Hitler wanted no competitors for 
the affection of the German people. 

Details of the Kaiser's death—and in- 
formation that most of the was 
banned at the time—have 
public recently ‘by a German magazine, 
The Mirror. 

When the old Emperor was buried 
in Doorn Park on June 9.1941, a wreath 
from Adolf Hitler wis laid on the mound. 
The court pastor spread on the grave 
three handfuls of earth from Potsdam 
Palace near Berlin. A fired 
by an honor battalion consisting of a 
company each of German Army, Navy 
and Air Force troops. Then, as the Kai- 
ser had requested, the battalion marched 
off to the tunes of the “Cavalry Retreat” 
and the “York March.” 

The ground in which Kaiser Wilhelm 
is buried, and the castle itself at Doorn, 
remain for the moment under Dutch 
Government trusteeship. The castle 
stands just as Wilhelm II left it, with 
his favorite saddle-leathex couch still in 
front of his desk. Among the castle’s 
valuables is a group of snuffboxes col- 
lected by Frederick the Great. 

One Dutch court has turned down 
Prince Wilhelm’s petition for the return 
of Doorn Castle. But the decision now 
is being appealed. The suit is being 
fought by the Doom town council. Some 


is trying 


news 


been made 


saly oO Was 


of the council members want to turn 
the castle into a museum. Doorn restau- 
rateurs. meanwhile. are bidding for the 


large garden house 


R.K. 


right to convert the 
into a swank, open-air cafe. 
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Fred Vinson, Supreme Bench’‘s Tactful Promoter of Harmony, 
Is Expected to Find Fewer Close Rulings in Court's New Line-Up 


> Chief Justice Fred M. Vinson, after 


trying for three years, is ready for an- 
other effort to bring more harmony into 
the Supreme Court. The Chief Justice, 
amiable, placid and soft spoken, is to 
have help this time. The help, as lawyers 
see it, is to come from Tom C. Clark, 
newly appointed to the Court after four 
years as President Truman’s Attorney 
General. 

Obviously, Mr. Vinson can use some as- 
sistance. So far, he hardly has been suc- 
cessful in his quest-for a greater degree 
of unanimity, for a reduction in split 
opinions and in 5-to-4 decisions that 
leave many people dissatisfied, and in the 
number of individual dissents. 

Now, however, Mr. Vinson is to find an 
ally in Mr. Clark. The two see things 
pretty much alike. Both veer off to the 
right of the Court’s clique of extreme 
New Dealers. Mr. Clark is more conserv- 
ative than was the late Associate Jus- 
tice Frank Murphy, whom he replaces. 
The change itself is to mean a reduction 
in the number of dissenting votes. And 
Mr. Clark, like Mr. Vinson, avoids fe:is. 

All this puts a new complexion on Mr. 
Vinson’s problem. Lawyers think it 1»- 
dicates a shift in the emphasis of Court 
opinions on questions of left agaiast 
right, issues of trade unions, industrial 
practices, civil liberties, governmental 
power. Consequently a great many peo- 
ple are involved in Mr. Vinson’s problem 
and its solution. 

The extent of that problem is revealed, 
first of all, by a part of the record that 
has received little public attention. 

Dissents. In each of Mr. Vinson’s 
three years as Chief Justice, dissents, in- 
stead of diminishing, have increased. 

In the term before he took over, there 
were dissents in about 50 per cent of the 
cases settled by the Court. Many con- 
sidered this figure so high as to be a 
threat to the Court’s prestige. Some 
thought the disagreements hastened the 
death of Mr. Vinson’s predecessor, Har- 
lan F. Stone. 

And vet, in Chief Justice Vinson’s first 
year, 1946-47, the proportion rose to 62 
per cent, in his second term to 66 per 
cent, and last year reached 74 per cent. 
The number of individual dissents has 
been rising, too. There were 272 such 
votes in the term just closed and 215 the 
year before. Of 5-to-4 decisions, there 
were 36 in the last term, a jump of one 
half over the 24 of the year previous. 

Feuds. When Mr. Vinson became 
Chief Justice, feuds, though not dissents, 
were at their height. They erupted every 
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Saturday in an oak-paneled room lined 
with big leather-bound law books where 
the Court meets to discuss cases and vote 
on their disposition. There was animated 
debate, acid argument. 

Sometimes, these personal animosities 
reached the surface in sly digs or open 
criticisms written into formal dissenting 
opinions. Going even beyond that, two of 
the Associate Justices, Hugo L. Black and 
Robert H. Jackson, joined in bitter battle 
that reached the public in angry, pre- 
pared statements. 

In offering the post of Chief Justice 
to Mr. Vinson, President Truman is said 
to have expressed a hope that he might 
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—Crockett in Washington Star 


A ‘DECISION’ 
IS HANDED DOWN 


be able to soothe some of the ruffled feel- 
ings, eliminate some of the rancor, some 
of the dissents, and so increase the tri- 
bunal’s standing with the public. 

The President telt he had picked the 
right man for such an assignment. Mr. 
Vinson is calm, warm hearted, compan- 
ionable. He has the gift of humor. 
Through years in Congress and in the 
executive agencies, he had shown an 
ability to compose differences of opinion 
by saving the appropriate, tactful word, 
injecting a bit of wit into a discussion, 
suggesting the right compromise. 

Mr. Vinson, of course, could expect to 
do little about changing the ideas of the 
Justices, although in some cases _per- 
suasion might bring a waverer to his 
point of view. But, by his unruffled man- 
ner, his earnestness, his good humor and 
tact, he is credited with having eased 
much of the tension that once prevailed 
and with having taken some of the 
windy, legal logic-chopping out of the 
Saturday meetings. 


Mr. Jackson and Mr. Black, it is said. 
even occasionally call each other by their 
first names, nowadays. 

Nevertheless, the Court, although in- 
dividual votes are often unpredictable. 
has divided itself into two blocs. One 
holds to the extreme New Deal view- 
point; the other is more conservative. Mr, 
Vinson, himself, customarily has sided 
with the latter. 

When Mr. Murphy, an extreme New 
Dealer, died recently, the way was open 
to reinforce Mr. Vinson in his effort to at- 
tain greater unity. Together, he and Pres. 
ident Truman discussed possible ap- 
pointees. The Chief Justice wanted a new 
Court member who, like himself, would 
hold to a moderate, middle-of-the-road 
attitude, and would refrain from stirring 
up feuds. 

They settled upon Mr. Clark, who was 
in, but not of, the New Deal, an amiable 
Texas conservative, and no crusader for 
any point of view. 

As a result, Mr. Vinson will be presid- 
ing over a Court next term whose general 
attitudes are more predictable than in 
the past. On specific issues: 

Taxes. The prevailing view that the 
tax collector usually is right is to con- 
tinue. 

Government powers. Expanding 
State and federal powers probably are to 
be examined more sharply and critically. 

Labor. The Court is to be somewhat 
less inclined to uphold the union side in 
disputes with management. 

Antitrust. A greater tendency to in- 
terpret the antimonopoly laws strictly and 
rigorously is foreseen. 

Civil liberties. The Court will con- 
tinue watchful of the constitutional rights 
of individuals. There may, however, be 
less tendency to go to extremes of legal 
interpretation, to find the prisoner right 
and the policeman wrong. 

In general, the Court’s attitude is ex- 
pected to be somewhat more conserva- 
tive than in the past, more in conformity 
with Mr. Vinson’s mid-road ideas. And 
prospects are for fewer 5-to-4 and more 
6-to-3 decisions. This is at least a step 
toward the unanimity that is Mr. Vinson’s 
goal. 

Kentuckian. Mr. Vinson, now 59, is a 
Kentuckian, born the son of a county 
jailer, After earning a law degree at 
Centre College, he mixed a rural law prac- 
tice with local politics. He was elected to 
the House in 1923 and served until 1938, 
except for a two-year interim following 
his defeat in the 1928 Hoover landslide. 
In the House, Mr. Vinson .became an au- 
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thority on taxes and in general followed 
the New Deal line, but developed a stub- 
porn streak in opposing some of its phases. 

His real training for the Court came 
through five years as a member of the 
U.S. Court of Appeals for the District 
of Columbia, from 1938 to 1943. The 
Supreme Court treated his opinions with 
respect. Twenty-four of them were ap- 
pealed, but only three were reversed by 
the high tribunal. 

In 1943, Mr. Roosevelt had a wartime 
job for Judge Vinson and called him 
from the bench. The job was to take 
charge of the domestic economic front 
and comb out the snarls into which var- 
ious wartime agencies were getting them- 
selves tangled. Under President Truman, 
Mr. Vinson served briefly as Federal Loan 
Administrator and Secretary of the Treas- 
ury. In June, 1946, the President named 
him to the Supreme Court. 

President's helper. Mr. Truman leans 
upon Mr. Vinson for advice on many sub- 
jects. The President considers him an au- 
thority on the domestic economy, after 
his years of wartime work. The Chief 
Justice also is credited with an acute poli- 
tical sense. He was very helpful during 
the campaign, and it is not forgotten that 
when Mr. Truman decided last autumn 
to send a special emissary to talk things 
over with Premier Joseph Stalin of Rus- 
sia, Mr. Vinson was chosen. The plan, 
however, was abandoned. 

In addition to being an adviser, Mr. 
Vinson is one of the President’s close 
friends, a member of the little intimate 
group with whom Mr. Truman seeks 
after-hours diversion. He usually sees the 


| President several times a week, and, 


when Mr. Truman is in Key West, usual- 
ly is a visitor. 

For these reasons, Mr. Vinson is in- 
creasingly regarded as a strong possi- 

bility -for the Democratic presidential 
nomination in 1952. There is speculation 
that, if Mr. Truman chooses not to run, 
he may use his influence with the party to 
throw the job Mr. Vinson’s way. 

The Chief Justice never has been one 
to cloister himself, as some of his prede- 
cessors have done. He attends many par- 
ties, and his humor, as well as his posi- 
tion, makes him much in demand among 
Washington hostesses. He also works 
hard. Administrative matters take much 
of his time in the Court. Yet he wrote 10 
opinions last term, as compared with 20 
by Associate Justice William O. Douglas 
and seven by Associate Justice Harold 
H. Burton. 

The term ahead. As for the future, 
Mr. Vinson will continue to try for more 
agreement in the Court. Dissents, some of 
them vigorous, undoubtedly will con- 
tinue numerous. But the bickering is 
growing fainter, and lawyers see recent 
developments as moving the Court slow- 
ly in the direction toward which the 
Chief Justice has been endeavoring, 
tactfully, to nudge it. 


AUGUST 12, 1949 


" 
oa 


APPOINTEE CLARK, CHIEF JUSTICE VINSON, PRESIDENT TRUMAN 
... Closer to the middle 


—Harris & Ewing 











L. ld 


“In proportion as the structure of a@ govern- 


ment gives force to public opinion, it is essen- 


At 





tial that public opini be 


August 12, 1949 





GEORGE WASHINGTON 


U.S. News 


(These two pages present the opinion of The Editor. The other poe 
members of the staff, who report, interpret, and forecast national 





CONSERVATIVE LIBERALISM 


By DAVID 


We often hear it said that party labels are mean- 
ingless. 

The reason for this lack of distinctiveness is the 
fact that another set of political alignments has come 
into being in recent years. 

To define the difference between a Republican 
and a Democrat is baffling, because the real division 
of opinion in America today is between conservative 
liberalism and radical liberalism. It cuts into both 
parties. 

This cleavage not only has split the Republican 
Party but has kept the Democratic Party from exer- 
cising control over Congress in the present session, 
even though the majority in both houses call them- 
selves Democrats. 

For many years it has been assumed’ that sooner 
or later a new political party would be created out 
of comparable groups of Republicans and Democrats. 
But this now seems unlikely. Third parties have 
failed. 

Rather we shall see the conservative liberals or the 
Fadical liberals gradually gaining “scendancy inside” 
one or the other of the two major political parties. 
As the struggle for control proceeds in each party, 
the two main labels will remain because they are too 
closely identified with state and local political sys- 
tems to undergo any change. 


Defining Liberals 


How, then, may these growing forces in American 
politics be defined? What is conservative liberalism? 
What is radical liberalism? 

The true meaning of these terms goes to the heart 
of our present-day problems, both domestic and for- 
eign. It goes to the heart of our controversies over 
the rights of labor and of management. It raises the 
question of a proper distribution of income and 
wealth. It is related directly to whether there shall 
be a free enterprise system in America in which the 
word “free”? means license to exploit others, or a sys- 
tem in which the word “free” means freedom of op- 


VS. RADICAL LIBERALISM 


LAWRENCE 


portunity and initiative and the preservation of the 
fruits of thrift and labor. 

For to be “free” in the operation of one’s own en- 
terprise means emancipation from the totalitarian 
mind which seeks to regiment and regulate human 


behavior in the factory, in the counting room, in the 


school or on the farm. 

From time immemorial the instinct toward totali- 
tarianism has emerged among good as well as bad 
peoples. The theory that government is effective only 
when it regulates the most minute operations of hu- 
man life begets a desire to pass laws and promulgate 
regulations for the conduct of nearly everything and 
everybody. This is the genesis of radical liberalism 

Opposed to this theory is the doctrine of conserva 
tive liberalism that human beings must be given: 
maximum of opportunity to develop self-reliance and 
that they must be permitted incentives which wil 
bring out their best talents and energies. 


ZT RONSERVATIVG UEERALISM 

The conservative liberal believes in individual re 
sponsibility—he condemns irresponsible individualis 

The conservative liberal believes in social responsi 
bility, not only for himself but for the State actinj 
for all individuals in those matters wherein collecti 
action is alone effective as well as desirable. 

The conservative liberal believes that the State i 
the servant and not the master of the people—tha 
government exists for the benefit of the people and no 
for the benefit of those individuals who happen tf 
hold governmental power. 

The conservative liberal believes that he is reall} 
his brother’s keeper. He is not indifferent to anothe 
man’s poverty or the plight of his neighbor—whethel 
that neighbor is in the next cottage or in some far-oli 
land gnawed by the pangs of hunger. 

The conservative liberal believes in high wage 
in good working conditions, and in the right of labot 
to organize and to bargain for good wages and good 
working conditions. 











af, [/ 


y 


$, New 
temation 








Rec 
eve 


Th 
Right 
appli: 
reaso: 
local 
when 
the d 
class 

Th 
lynch 
tory | 
picke 











IS 


other pag 


t national jemational news irrespective of the editorial views expressed here.) 


of the 


wn €n- 
litarian 
human 


in the 


totali- 
as bad 
7€ only 
of hu- 
1ulgate 
ng and 
ralism, 
iserva 
riVEN ¢ 
ice and 
*h wil 


ual re 
Jalis 
sponsi 
acting 
lecti 


tate i 
—tha 
nd no 
pen ti 


reall 
nothe 
hethet 
far-oll 


wage 


f Jabot 


aI goog 





Vorlal Report 


5, News & World Report are written in their entirety by the other 


“1 wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





Real division in America today is between those who would have government regulate 


every detail of living and those who would give the individual maximum opportunity 


for economic and political freedom—True liberalism is our heritage from the past. 


The conservative liberal believes in these rights of 
the workers but believes in trade unionism as the 
servant of the worker and not his master. 

The conservative liberal believes not only in im- 
proving the standard of living by increasing the 
wages of labor but also in the preservation of the fruits 
of labor—the savings of labor—the sole means of sus- 
tenance for the widows or the orphans or the dis- 
abled. 

The conservative liberal does not believe in the 
confiscation of somebody else’s property on the false 
premise that it is “for the public good.” 

The conservative liberal attributes to the State—as 
our forefathers wrote it in the Constitution—all the 
necessary powers to carry on government. But he 
does not agree that government possesses all powers 
inherently and may exercise them at any time it de- 
cides to create an artificial or political emergency. 

The conservative liberal believes in upholding the 
Tenth Amendment of the Constitution which states 
specifically that all rights and powers which were not 
delegated to the Federal Government are reserved 
“to the States respectively, or to the people.” 

The conservative liberal does not believe in usurpa- 
tion of power by the Federal Government. He be- 
lieves in allowing the people to limit their own rights 
only through the proper constitutional processes. 


Civil Rights For All 


The conservative liberal believes in the Bill of 
Rights. He believes that civil rights shall be equally 
applied, irrespective of race, religion or color. For this 
reason, he opposes legislation which seeks to punish 
local police officers who are indifferent to mob rule 
when the victims happen to be of one color and where 
the disturbances are singled out and put into one 
class as a matter for federal jurisdiction. 

The conservative liberal sees no distinction between 
lynchings in the South and lynchings outside the fac- 
tory gates in the North when those engaged in mass 
picketing overturn cars, intimidate workers and com- 





mit other misdemeanors to which local police are 
indifferent. 

The conservative liberal believes in the power of 
public opinion to stimulate state and local govern- 
ments to maintain law and order. 

The conservative liberal does not, however, hesi- 
tate to advocate the use of the power of the Federal 
Government to maintain law and order when the 
states show themselves incapable of fulfilling their 
proper missions under the Constitutién. 

The conservative liberal believes in freedom of eco- 
nomic opportunity. He believes in equal pay for equal 
work, irrespective of color, race or creed. 

The conservative liberal would seek to attain these 
objectives through the process of education and the 
aggressive power of an informed public opinion. 

The conservative liberal does not believe that mor- 
als can be legislated, but he does believe that morals 
can be agitated and that the exposure of wrong- 
doing at the federal, state or city level is a paramount 
duty inside and outside of public office. 


Freedom of Speech and the Press 


The conservative liberal believes in representative 
government and its principal safeguard—freedom of 
speech and of the press. To this end, he believes that 
the press cannot be free if the Federal Government, 
by invoking the licensing power over newspapers or 
radio or television, usurps the right to say what shall 
be transmitted through these media of public expres- 
sion. 

The conservative liberal believes in international 
cooperation. For this purpose he is willing to vote 
for large appropriations so as to help the unfortunate 
people of other countries who have lost their proper- 
ties and their homes in war and who, in seeking €co- 
nomic opportunities and survival, are dependent upon 
a helping hand from the United States. 

The conservative liberal believes that governmental 
aid should not be a crutch for permanent support but 


(Continued on page 36) 























a temporary help, and that ultimately nations, like 
individuals, must learn how to support themselves. 

The conservative liberal believes in the conser- 
vation and development of our natural resources. He 
recognizes that the sources of electric power in our 
river areas are the property of the nation as a whole. 
He believes that these resources must be developed for 
the benefit of all the people, but he contends that 
these resources shall be used by government as the 
servant and not the master of the people. 

The conservative liberal holds that, when public 
resources are developed, the American system calls 
primarily for leasing of such resources to the highest 
bidders in private business—leases that are revocable 
and amendable as the public interest may require 
from time to time and subject to proper govern- 
ment regulation. 

The conservative liberal believes in assistance to 
individual enterprises in agriculture and industry. 
This means assistance in the orderly marketing of 
products of the farm. It means price supports by gov- 
ernmental agencies in order that speculative markets 
shall not deprive the farmer of the rewards of his 
labor. It does not mean handouts to one group at the 
expense of other groups in the community or sub- 
sidy for subsidy’s sake. It means that government 
lending should be provided for business when the 
faucets of private lending are dried up or clogged by 
fear and panic. 

The conservative liberal believes in fair competi- 
tion. He condemns exploitation either by large or by 
small business. He believes that the anti-trust laws 
should be clarified so that no group of people, whether 
in labor unions or in business, shall exploit their fellow 
citizens by imposing a monopoly ora restraint of trade. 

The conservative liberal does not believe the gov- 
ernment should fix any ceiling on profits or wages. 
He does believe in a minimum wage adjusted periodi- 
cally to meet living costs. 


Fair Use of the Taxing Power 


The conservative liveral believes in the collaboration 
of federal, state and city governments so that their 
taxing powers shall be utilized harmoniously and with- 
out the disruptive effects of over-duplication of tax- 
ing devices. 

The conservative liberal believes in tax rates that 
are productive of adequate revenues not only to 
balance the budget but to obtain a surplus for debt 
retirement. : 

The conservative liberal opposes the use of the 
taxing power to enforce punitive doctrines conceived 
by radical liberalism. 

What, then, in contrast, is the basic philosophy of 
radical liberalism? 


RADICAL LIBERALISM 


The radical liberal professes to be interested jp 
human rights rather than property rights. This js 
but another way of saying that he often favors cop. 
fiscation of property rights as an end in itself. 

The radical liberal does not hold that the savings 
of labor are as important as the wages of labor. He 
tends to lose interest in the worker at the factory gate. 

The radical liberal professes to be interested in the 
prices that consumers shall pay, which is laudable. 
but he also insists that private enterprise survive 
with a minimum of profits. 

The radical liberal believes that, when profits hap. 
pen to be high, they shall be devoted primarily to in- 
creases in wages, irrespective of whether these profits 
are temporary or permanent and irrespective of a fair 
return to the owners of invested savings. 

The radical liberal is opposed to the laying aside of 
profits to buy tools and equipment or to replace worn- 
out equipment and to expand facilities. 

The radical liberal has no interest in seeing investor 
confidence developed—the only way by which equity 
capital can be made available to expand American 
enterprise and industry and provide increasing em- 
ployment. 

The radical liberal is opposed to technological ad- 


vances that conserve manpower. He regards them all } 


as enemies of labor, when in truth they are the great- 
est friends of labor. 

The radical liberal wouid keep us in a horse-and- 
buggy age and would impose royalties upon labor- 
saving machinery. Many a city ordinance and many 
a building regulation today prevents the introduction 
of fabricated housing, for instance, because labor- 
union monopolies are sufficiently strong to keep intact 
those regulations. 

The radical liberal often dominates the labor union 
as a dictator dominates a government. This means that 
freedom of speech inside unions is impaired and that 
individuals who dare to go counter to an administra- 
tion can be and often are expelled “for the good of 
the union.” Radical liberals are few in number in 
unions but they exercise an enormous political and 
economic power. 

The radical liberal believes that picketing is an 
inherent right, protected by the free speech clause of 
the Constitution, but that the right of the employer 
to address his employees, either during working hours 
or outside of working hours, is a limited right or should 
be yielded altogether. 

The radical liberal believes in the “closed shop” 
and in compulsory unionization, for he does not 
really have faith in the efficacy of the trade union 
to win and hold members through the power of 
its own ideas. 
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The radical liberal believes that anything which is 
big in business is necessarily criminal. He does not 
draw a distinction between large businesses that serve 
the public interest with low prices and with necessary 
goods developed out of years of research and mar- 
keting, and those businesses which exploit the peo- 
ple, fix prices and, by collusion with other large busi- 
nesses, stifle competition. 

The radical liberal believes that when businesses 
become efficient and develop a large sales volume and 
really benefit the public, they have become eligible for 
government nationalization. 

The radical liberal would put the Government in 
control of the large insurance companies and thus ob- 
tain power over their huge deposits of private funds— 
the savings of labor. 

The radical liberal believes in governmental owner- 
ship of all systems of communication and transporta- 
tion. 

The radical liberal believes in public ownership and 
nationalization of major industries. 

The radical liberal would use public funds to prop- 
agandize and thereby bribe the electorate. 

The radical liberal would hand out large sums to 
farmers, labor unions and business groups—so long as 
political support is forthcoming. 

The radical liberal in public office dispenses favors 
to lobbyists who are in a position to corral campaign 
contributions at the proper time. 

The radical liberal wants corporations barred from 
contributing to political campaigns but sees nothing 
wrong in slush funds obtained by duress from labor- 
union members. : 

The radical liberal believes in the one-political- 
party idea and would discipline labor-union mem- 
bers who refuse to allow their dues to be used to sup- 
port a political party with which they are not affili- 
ated or in which they do not believe. 

The radical liberal would interfere with the free- 
dom of the press by regulating it so as to compel 
support for the party in power. 

The radical liberal believes in maintaining govern- 
mental commissions which issue or revoke licenses to 
radio stations on the basis of political favor and spe- 
cial privilege. 


The Way to State Socialism 


The radical liberal believes in deficit financing and 
unbalanced budgets. 

The radical liberal really believes in repudiation of 
the public debt. He is indifferent to the building up 
of revenues sufficient to balance the budget because he 
believes in unlimited spending and opposes at every 
turn any economy in public spending. 

The radical liberal seeks to use the power of taxa- 


tion to reduce individual incentives and pave the way 
for state socialism. 

The radical liberal in politics is to be found in both 
the Republican and Democratic parties. He would 
increase the power of government over the individual 
on the pretext that this is “for the public good.” 

The radical liberal believes in a “welfare state’— 
a system in which the government hands out money 
and favors to the maximum number of voters, irrespec- 
tive of whether production and the main sinews of our 
economic system are thereby weakened. 

The radical liberal believes in the setting up of 
a government board or commission to regulate the 
economy of the nation by fiat. 

The radical liberal favors “economic planning” by 
“master minds” in government bureaus who are to 
manage and operate our economic system. 

The radical liberal professes to be against totali- 
tarianism but he applies the doctrines of totalitarian- 
ism in seeking to win his ends. 

The radical liberal looks at socialism as an innoc- 
uous philosophy which he calls “liberalism.’’ But he 
forgets that only through the tyranny of suppression 
and restriction and only through the destruction of 
private rights and liberties can such objectives of 
“liberalism” be attained. 

To sum up—the radical liberal in his way is as ob- 
structive of progress as the “reactionary conserva- 
tive’ who believes in jungle law and the survival of 
the fittest. 


The Liberalism of Jefferson and Lincoln 


The conservative liberal, therefore, is the true lib- 
eral. For he is the true defender of private rights as 
well as public rights—property rights as well as hu- 
man rights. 

The approach of the conservative liberal to the 
art of government is characterized by a spirit of ad- 
justment as between minority and majority points 
of view. 

For the conservative liberal recognizes that the 
basic good in representative government is not meas- 
ured by the number of stalemates provoked or re- 
form proposals adopted. It is measured by the actual 
progress made year by year toward a better and bet- 
ter society wherein all men are free to acquire wealth 
and yet are encouraged to regard private ownership 
of property as a trusteeship in whose custody has 
been placed the common good of all. 

This is the liberalism born in the Democratic Party 
of Thomas Jefferson, given rebirth in the Republican 
Party of Abraham Lincoln and modernized by Wood- 
row Wilson and Theodore Roosevelt. It has been be- 
queathed to the two major parties of today as an en- 
during charter of America’s political faith. 
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Special Report. 


Tinkering with money values 
is getting consideration. Aim in 
most countries is to make U. S. 
dollars easier to get. 

Devaluation is being talked in 
London, most of Europe, else- 
where. What it means, once 
under way, is this: 

World goods, raw materials 
will appear in U.S. at marked- 
down prices to compete with 
home products. But U.S. goods 
will be harder to sell abroad. 


A reshuffling of the value of the 
world’s principal currencies is under 
study. A shift from the study stage of 
devaluation to the action stage may 
come soon, or it may be delayed until 
sometime in 1950. Reshuffling, when 
it does come, will have effects of im- 
portance to U.S., as well as to nations 
directly involved. 

A change in the gold value of the dol- 
lar is not to take place, on the basis of 
present plans. The dollar, for purposes of 
foreign trade, will continue to be, valued 
at $35 to the ounce of gold. It is the 
value to be placed upon other currencies 
in relation to the dollar that is being ex- 
plored at this time. The prospect of rel- 
atively early action grows from the trou- 
bles of Great Britain. 

Money troubles of Great Britain are 
serious and growing. So are the troubles 
of Sweden, Belgium and some other 
countries. In Britain, signs of the first 
stage of a run from the pound sterling 
are appearing. People are trying to get 
out of money into goods, to sell Govern- 
ment bonds and buy jewelry, antiques, 
gold stocks, small businesses. 

Britain’s problem, briefly, grows from 
the fact that she is using too many dol- 
lars for imports, and gets too few dollars 
from sales to U.S. and other “hard cur- 
rency” countries by Britain and other Em- 
pire members. What is needed is to make 
it easier to export, harder to import. 

The issue, approaching a stage of 
real decision, involves this choice: 

To devalue, to lower the value of the 
pound in relation to the dollar, and to 
let cheaper pounds operate to make 
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(This article represents the result of an 








3 extensive research on a problem of out. 


standing importance in National Affairs.) 


WHEN MONEY VALUES GO DOWN 


Reported from LONDON, PARIS and WASHINGTON 


prices of British goods more attractive 
in terms of dollars. This solution calls for 
the use of a cheaper pound sterling to 
encourage British sales abroad and, at 
the same time, to discourage British pur- 
chases abroad, particularly in countries 
that require pay in dollars. 

Not to devalue, but to tighten con- 
trols instead, to stimulate exports by 
means of subsidies or price controls, and 
to reduce imports and consumption by 
other direct action by Government. This 
solution would use still more planning, 
more controls to bring Britain through 
its new crisis. 

Real decision may be slipping out 
of British Government hands. Influence 
of U.S. is on the side of devaluation, 
rather than still more controls. Buyers of 
British goods are tending to hold off, 
thinking that devaluation may be forced 
soon. Sellers to Britain are demanding 
payment in dollars, not pounds, for fear 
that any pounds they get now will not be 
worth as much later. Planning troubles 
are getting out of hand. 


If Britain 
~  Devalues 
The Pound — 





What It Would 
Mean to U.S. 






Actually, the pound sterling already 
has many values. Official values of the 
pound is set at $4.03. But the pound can 
be had much more cheaply than that. 

In New York, for example, pounds sel] 
for $3.06, while in Paris they bring $3.10 
to $3.18. Pounds, at the same time, are 
worth $2.65 to $2.72 in Amsterdam, and 
$3.02 in Cairo. Latest price quoted in 
Hong Kong was $2.70 to $2.80. 

The pound, thus, already is devalued 
—in some markets, for some purposes— 
by Britain’s system of exchange controls, 

The plan that now is being worked out 
is to bring about a downward adjustment 
in the value of the pound and other cur- 
rencies in relation to the dollar. After 
this adjustment, it is hoped that the re- 
sources of the International Monetary 
Fund—and perhaps the International 
Bank—will be made available to under- 
write and stabilize these currencies. 

Currencies, according to plans, will 
be affected in this way: 

The pound, if the planners have their 
way, will be cut in value by 20 per cent 
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_from $4.03 to $3.22. At that rate, the 
pound sterling will be on a par with the 
Australian pound, which is not expected 
to be cheapened. 

Rupee of India, too, is down for a 20 
per cent reduction in value in relation to 
the dollar. And Ireland, New Zealand, 
Pakistan, Ceylon, Burma and Southern 
Rhodesia are being counted on to follow 
with similar cuts in the value of their 
currencies. The same adjustment is being 
planned for currencies of the Union of 
South Africa and Britain’s dependent ter- 
ritories 

The French franc is listed for a 
smaller reduction. A cut in value of as 
much as 17 per cent is to be considered. 
A value set at the present “free” rate of 
399 frances to the dollar is expected to 
make French goods more attractive 
abroad. 

The krona of Sweden already is set 
for a return to the wartime rate of 4.20 
to the dollar. Swedish officials feel that 
a cut of about 14 per cent will restore 
their competitive position in dollar mar- 
kets. 

The lira is expected to be cheapened 
somewhat less. Italy, proud of the im- 
provement in her currency, may devalue 
by 9 per cent. A rate of 634 lire to the 
dollar is suggested by free quotations. 

Other currencies, too, will be cut in 
value, on the basis of planning. Norway, 
Denmark and the Netherlands—linked 


to Britain’s economy—are expected to go 
along with a 20 per cent cut. 
Most of the currencies involved; thus, 








would be cut in value by 20 per cent in 
relation to the dollar, with a smaller 
group reduced by 9 to 17 per cent. 

Effect of devaluation on world- 
trade prices is expected to be at least 
moderately deflationary. Exports of coun- 
tries involved accounted for 38 per cent 
of all goods in world trade in 1948. 

In U.S., the decision to devalue may 
put some pressure on prices of a number 
of commodities. Actually, some of the 
effect of devaluation probably has been 
discounted in price declines that al- 
ready have occurred for many import 
goods. Some further declines, however, 
are expected. The chart shows where 
price cuts may come if devaluation is 
carried out. 

Cotton goods from Britain, and some 
from Italy and Germany, will tend to 
cost less in U.S. and to compete more 
strongly for attention of U. S. consumers. 

Woolen goods from Britain, too, are 
expected to sell for less in U.S. They 
may push down the price of woolens 
produced in U.S. 

Diamonds from South Africa may be 
more attractively priced in U.S. jewelry 
stores if South Africa devalues. 

Food costs of the average U.S. family 
also may be affected slightly by devalua- 
tion. Tea from India and Ceylon and 
cocoa from the British Gold Coast are 
examples of foods that may fall in price 
as currencies are cheapened. 

Fats and oils that make up part of 
the cost of soap and shortening in the 
U.S. home will become cheaper if de- 


ery BESS Ac EBS 


~ RUBBER 


from 


MALAYA AND 


NETHERLANDS 
INDIES 


from 


AUSTRALIA 


* COTTON 
GOODS 


from 


BRITAIN, ITALY, 





AUGUST 12, 1949 


BURLAP 


from 


INDIA 





DIAMONDS 


valuation brings lower-priced copra from 
the Netherlands Indies. 

Products made in U. S. from materials 
bought abroad may become less expensive 
with devaluation. 

Tin from Malaya, now holding at its 
postwar peak of $1.03 a pound, may be 
toppled in price. 

Rubber, from Malaya and the Nether- 
lands Indies, already has dropped to 16.2 
cents a pound from a postwar high of 
nearly 26 cents. Any further drop is to be 
limited by the move to use larger pro- 
portions of natural rubber in U. S. tires. 

Burlap from India may drop enough 
in price to compete strongly with U.S. 
paper and cotton for use in bags. 

Pulp from Sweden—now priced out of 
the U.S. market—again may be able to 
sell in U.S. if Sweden devalues. 

Other products — many European 
manufactured articles, for example—may 
be able to sell in U.S. markets for the 
first time in many years. 

Lower prices for U.S. consumers, and 
more competition for U.S. producers, 
then, will tend to be the general effect 
of devaluation. 

Results may not be pleasing when 
they begin to appear. U.S. businessmen 
are not counted on to welcome a change 
that is designed to make it harder for 
them to sell abroad, and make it easier 
for their competitors abroad to sell in 
the United States. Britons, too, may not 
be happy with the reduced standard of 
living that will be one of the results—in 
fact, one of the purposes—of devaluation. 
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CAPTIVE AIR 


can lower the efficiency of 
your whole organization 


Without proper ventilating equip- 
ment, the picture above is probably 
being enacted, onaless dramatic scale, 
in parts of your buildings today. Worse, 
because the fumes, dust and odors 
natural to many businesses are added 
to already-polluted air. Remember, 
the good ventilation assured by 
dependable Emerson-Electric fan 
equipment pays dividends...in higher 
morale, better work, happier custom- 
ers. See your electrical contractor, or 
write for Bulletin No. T-162. 


THE EMERSON ELECTRIC MFG. CO. 
ST. LOUIS 21, MO. 





EMERSON-ELECTRIC 
BELT-DRIVE EXHAUST FANS 
Available in 24-, 30-, 36-, 42-, and 48-inch 
blade sizes, for vertical or horizontal mounting. 





EMERSON-ELECTRIC 
DIRECT-DRIVE EXHAUST FANS 
Available in 5 blade sizes, 12- to 30-inch. 
Overlapping blades, fully-enclosed ball- or 

sleeve-bearing motors. 





EMERSONGE7ELECTRIC 


MOTORS FANS a ——=— APPLIANCES 
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U.S. Pat. Off 


What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


MZ YOU CAN, as a_ subcontractor, 
sometimes be required to pay to the 
Government the amount of fees that you 
paid as an inducement for award of 
orders by a cost-plus contractor, even 
though your payments were made be- 
fore passage in 1946 of the law prohib- 
iting such payments. The Comptroller 
General rules that the Government may 
collect the amount of such fees from two 
subcontractors who paid them to an em- 
ploye of a higher-level subcontractor. 


YOU CAN consider -certain em- 
ployes as supervisors, for purposes 
of the Taft-Hartley Act, even though 
they have authority to direct other work- 
ers only in rare emergencies. A circuit 
court of appeals overrules the National 
Labor Relations Board and finds that 
control operators at a_ steam-electric 
plant, who occasionally used their au- 
thority over others, were supervisors. The 
court says that they are not protected by 
Taft-Hartley bargaining provisions. 
YOU CANNOT expect to be allowed 
an income tax deduction for the 
cost. of commuting between your 
home and place of employment in an- 
other town, even though your employer 
advised against leasing a home near 
your work. The Tax Court disallows such 
a deduction, as traveling expenses, in a 
case where the taxpayer was told by 
his employer not to tie himself up with 
a lease because he might be moved to 
another city on short notice. 


YOU CANNOT, as manager of 

housing accommodations operated 
by an educational or charitable institu- 
tion in connection with its school or 
charity activities, be cited for violating 
rent-control restrictions. The Housing 
Expediter exempts such living quarters 
from federal rent control. 


* * * 


YOU CAN find out from Federal 

Reserve Banks about changes in 
rules dealing with credit by brokers, 
dealers and members of securities ex- 
changes. The amendments, just made 
by the Federal Reserve Board, affect 
rules on loans by banks for carrying 
or buying registered stocks. 


YOU CAN usually get approval to 

raise rents on company-owned 
homes if your company and a union 
sign a contract calling for higher wages 
along with an increase in rents. The 
Office of the Housing Expediter amends 
regulations to permit rent increases in 
company-owned homes in these circum- 
stances. 


* * * 


YOU CANNOT, as an American 
farmer, count on hiring Mexican 
workers for temporary periods if this 
would displace domestic farm workers 
or depress prevailing wage scales. An 
agreement covering these two points is 
signed by U. S. and Mexican officials. 


YOU CAN get some information that 

may be useful in wage negotiations 
from the “National Income Number” of 
the Commerce Department's publication, 
Survey of Current Business. The pub- 
lication gives tables on wage and salary 
payments, annual earnings and _ profits 
for various industry groups. 


* 


YOU CAN now ship about 100 ad- 

ditional types of items to any coun- 
try under a general export license. Ar- 
ticles on which export restrictions are 
eased by the Office of International 
Trade include leather,’ cotton, wool and 
jute products, automobiles and_ parts, 
electrical machinery and apparatus, farm 
machinery and paints. 


YOU CAN wait until August 31 to 
comply with the recently announced 
changes in import regulations for the 
Philippines. The Department of Com- 
merce receives word from Manila that 
the effective date for the amendments 
is postponed to prevent hardship cases 
for importers and foreign exporters. 


* * * 


YOU CAN find out from militar) 
contract officers about changes in 
the joint regulations of the armed forces 
on renegotiation of contracts. Amend- 
ments are announced by the National 
Military Establishments. The _ latest 
changes deal with procedures for open- 
ing renegotiations and the mailing of 
notices and statements to contractors. 
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courts and Government bureaus. 


in these paragraphs are based upon decisions and rulings of 
In making their decisions, 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Straws in the business wind are mostly pointing upward again. A lot of 
businessmen apparently are feeling better about things. 

Feeling now seems to be that inventories have run down just about enough. 
Pickup in demand is seen in larger orders for steel, other metals, cotton gray 
goods. These are basic items. Revival in demand means that manufacturers, some 
of them at least, think the shrinkage in goods on hand has gone far enough. 

For them, it's a time for rebuilding, for getting things set for bigger 
output, for getting Squared away with their bankers on credit lines. 

At the wholesale and retail levels, replacement of depleted stocks of such 
things as batteries, suits, dresses has become pretty necessary. In some places 
it's beginning to be hard to get along just with what is on the shelves. 

Merchandisers now are trying to fill out their lines, make preparations for 
the holiday season. But they aren't going overboard. 





Improvement in business sentiment also takes these things into account: 

Main pillars in the industrial field are still doing well. 

Steel industry feels a welcome rise in orders. Another healthy sign is the 
rise in steel-Scrap prices. This usually precedes gains in the steel rate. 

Automobiles will hit a postwar peak in output this month. Model change- 
overs this autumn and winter perhaps will keep up sales that otherwise might droop. 

Construction activity still is at higher levels than a year ago. Encourag- 
ing sign: Private, and especially residential, building is picking up. Govern- 
ment's program for public housing will be starting up soon. Big building gains 
this year are in public construction. Industrial and commercial building lags. 

Textile industry finds orders coming in more readily. Textiles, early to 
drop in the shakeout, can also stage an early recovery. 











Nevertheless, a number of other industries are still having a tough time. 
Luxury-type industries are praying for relief from high excise taxes. 
Household-appliance, radio, television makers don't like sales trends. 
Rail-equipment manufacturers are running through remaining orders fast. 
All the business news is not good. But a lot of bad news is over the dam. 











Farmers are not doing as well as last year, but they are not doing badly. 

Cash farm income for the first seven months of this year was off about 10 
per cent from the corresponding 1948 level. For the full year, the drop may be 
about 15 per cent, or roughly $5,000,000,000. 

Prices received by farmers in mid-July were running around 17 per cent 
below the level of a year earlier. Farm prices have been mixed lately, but sup- 
port operations in major crops will prevent sharp price slumps. 

Farmers' income, even now, is still 2.8 times the 1940 average. Farmers are 
in the most liquid position ever. Farm-mortgage debt is half the 1921 figure. 

Still, farmers are getting a little more cautious in their spending. Rural 
retail sales show that volume is off more than the price decline would warrant. 











Banks are finding their loans picking up a little. But it's too early to 
draw broad conclusions from this fact. 

Bank loans of reporting member banks in the week ended July 27 reversed a 
27-week downtrend. Gain of $16,000,000 was small, but perhaps significant. 


(over) 
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TREND OF AMERICAN BUSINESS--~ (Continued) 


Other banks, too, show an expansion in loans in recent weeks. 

Farmers need crop loans. Brokers need more money as interest quickens in 
the security markets. Businessmen in some lines are coming to the banks again 
as seasonal buying for autumn and Christmas mounts belatedly. 

Turnabout in loan trend is in commercial banks, especially in the West. 
Mutual savings banks have all along continued to expand their loan portfolios. 





Banks will be under greater pressure to increase loans and investments. 

Their credit base is to be broadened by Treasury action. 

Deficit financing is starting up again after nearly a three-year lapse. 

Treasury was in the market for new money last week for the first time since 
November, 1945. Deficit financing will not reach very large proportions until 
early next year when insurance refunds for veterans begin to roll out. 

Government bond prices are strong, as the Federal Reserve sets the stage for 
big Treasury issues in months to come. Net cash outgo from the Treasury during 
the year ending June 30 will be above $6,000,000,000. That gives a rough idea of 
the amount .of deficit financing ahead during this period. 

Pump priming thus is started again in earnest. 

Interest and money rates will be pushed lower by federal pressure. Money 
won't cost much. Federal spending will try to recreate inflation. The Fair 
Deal's fiscal policies are just the New Deal all over again. 

Federal spending this fiscal year will reach $46,000,000,000. State and 
local governments may spend another $22,000,000,000. If private use of credit 
expands at the same time, inflationary forces will be strong again. 




















Meanwhile, people don't act as if the recession were here to stay..... 

Consumer spending stays at relatively high levels. 

Aggregate incomes aren't much affected by the rise in unemployment. Nearly 
60,000,000 people are still employed. Checking and savings accounts are huge. 

Buying on credit still is a favorite pastime. 

Consumer credit outstanding on June 30, at $16,141,000,000, was only 1 per 
cent below the peak reached at the end of 1948. 

Gain in consumer credit in the second quarter was $800,000,000. Credit 
controls were eased in Marchand eliminated at the end of June. 

So a continuation of the uptrend in consumer credit is expected. — 

















Installment Phying Still shows the biggest gains in the credit field. 

Installment credit increased $243,000,000 in June, to account for 84 per 
cent of the rise from May in total credit outstanding. 

Automobile-sales credit continued to show the largest increase in June, 
reflecting strong demand and high output of new cars. 

People are putting a higher proportion of their income into buying of cars 
on time than at any time since 1941. 

Time-buying of other types of consumer durable goods is not showing the 
same vigorous growth as in cars. People don't seem to be reaching so hard any 
more for such things as washing machines and television sets, despite price cuts 
and easier credit terms. Time of extraordinary demand is over. 











Exporters are still doing very well. Dollar shortages and import restric- 
tions abroad are more than counterbalanced by the effects of the Marshall Plan. 

Exports in June moved up to $1,104,000,000--a level approximately 5 per 
cent-above the 1948 monthly average. 

Trade gap widened as imports fell off in June. Imports are running well 
below 1948. Hand-to-mouth buying and lower prices here have hit imports. 

Prospects are that exports will decline, as the flow of Marshall Plan aid 
narrows. If the pound and other currencies are devalued, U.S. goods will become 
more expensive in those countries. But, in that case, such countries should have 
less trouble selling in U.S. Their goods would be cheaper in terms of dollars. 
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EXCISE CUTS PUT OFF AGAIN 


Action Expected in 1950, Possibly by March 


Sales slump is showing up in 
many lines affected by federal 
excises. This increases pressure 
for cuts in tax rates. 

Reduction, even so, is not to be 
expected in 1949. Better bet is 
early 1950. Administration is 
blocking action now. 

Cuts, when they come, prob- 
ably will be on a broad scale, 
will affect some luxury items as 
well as necessities. 

Excise cuts are a fading prospect for 
1949. Action, however, is almost cer- 
tain in 1950, possibly as early as March. 

Reduction, when it comes, is likely to 
be on a rather broad scale. President 
Truman, fearing the effect of such a cut 
on a budget that already is far out of 
balance, is inclined to delay action as 
long as possible. 

Excise reduction is an old issue in Con- 


gress. Mr. Truman himself would like to 


JEWELRY SALES HAVE HIT A 2-YEAR LOW 
Suggested remedy: a cut in excise taxes 


AUGUST 12, 1949 


see the 3 per cent tax on freight eliminated 
immediately, but he realizes that, once 
cutting starts, it will not stop there. The 
Administration, therefore, will seek to 
block a vote on any excise changes before 
the session of Congress that convenes 
next January. 

At that time, unless business mean- 
while shows some marked improvement, 
cuts in a number of excises will be hard 
to stop. 

Behind the pressure for reduction 
is mounting evidence that the current 
setback in business is hitting hardest in 
some of the lines affected by excises. 

Belief is widespread in Congress that 
a cut would stimulate sales in these indus- 
tries. Argument is that taxable goods and 
services, in most cases, are of a kind that 
would sell more readily if excises were 
cut. 

If cuts in excises were to lead to a big- 
ger sales volume, part of the loss in reve- 
nue would be offset. In other words, the 
tax base—for excise and perhaps income 
tax purposes—would be increased. 

Downtrend in sales of a number of tax- 
able items has become pronounced dur- 





ing the last year. This happened at a 
time when total consumer expenditures 
for goods and services were holding at 
high levels. Total buying by consumers 
was as high in the first half of 1949 as in 
the same period of 1948, and only 2 per 
cent below the record levels of second 
half, 1948. 

What is happening can be seen by 
examining sales records of some of the 
major excise items. Figures given here, 
unless otherwise stated, are corrected for 
seasonal variation, 

Trucks, in the second quarter of 1949, 
dropped 10 per cent in sales volume be- 
low the first quarter, without seasonal ad- 
justment. Sales were 19 per cent below 
the corresponding quarter of 1948. Dur- 
ing that vear, dollar sales declined from 
an annual rate of $2,539,000,000_ to 
$2,066,000,000.° 

Auto parts and accessories showed a 
sales decline of 24 per cent between sec- 
ond quarter, 1948, and second quarter, 
1949. Drop below first quarter, 1949, 
was slight. 

Automobiles, on the other hand, con- 
tinued to show a rise in sales, Total in 
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FUR SALES ARE OFF 21 PER CENT 
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Moving soon? 


Surely you do not want to miss 
even one copy of this up-to-the- 
minute-news magazine. Help us to 
keep you well-informed about the 
fast-moving news events of the 
world by sending us your change 
of address at least two weeks 
prior to the time the change is to 
become effective. And please 
send your old address as well as 
the new address to which this use- 
ful news magazine should be sent. 


we have taken many steps to make Help us to serve you promptly. 
your summer visits with us pleasant 


.. cheerful, colorful furni in tk 
lobby . showers tha realy work }]) U.S.News & World Report 


. - air-conditioned dining rooms. Circulation Department 


Prospective visitors to New England 435 Parker Ave., Dayton 1, Ohio 


are reminded that the completely 


| 
modern Parker House with its cen- | HOW TO HAVE & 
| 








tral location, superior service and 


BETTER LAWN 


AT LOWER COST 


If you want a “show place” lawn write 
us today, as thousands of others have done, 


fine food, is the ideal hotel head- 
quarters for a stay in Boston. 


| 

| 

| for your FREE copy of “How to Have a 
ar er ouse | Better Lawn at Lower Cost.” 


Early Autumn is the ideal time to im- 

BOSTON prove your lawn—repair summer damage— 

AN teas OP build a new lawn. But first get the facts 

ew England Institution by writing now for helpful information, 
Glenwood J. Sherrard, President No obligation; a postal card will do. 


DRUMCLIFF COMPANY 
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Gipance Week 


second quarter, 1949, was at an annual 

rate of $6,064,000,000, compared with 

$5,298,000,000 in the previous quarter 
and $4,002,000,000 a year earlier. 

Appliances—electric, oil and gas 
were hard hit. Annual rate of sales in the 
second quarter was $590,000,000. This 
figure, after seasonal adjustment, was the 
lowest for any quarter since 1946. Sales 
were off 20 per cent from the first quarter 
of 1949 and 36 per cent from second 
quarter, 1948. 

Business and store machines recoy- 
ered a bit from a first-quarter slump. 
Sales in second quarter were at an annual 
rate of $342,000,000, compared with 
$280,000,000 in first quarter, 1949, and 
$375,000,000 in second quarter, 194s. 

Refrigerators show a rising sales 
trend. At.an unadjusted annual rate of 
$810,000,000, second-quarter volume was 
12 per cent above the preceding quarter 
and 116 per cent above the corresponding 
period of 1948. 

Radios and phonographs, however, 
were off. Sales, at an annual rate of 
$447,000,000, were 12 per cent below 
first quarter, 1949, and 34 per cent below 
a year earlier. 

Jewelry sales in second quarter, when 
adjusted for seasonal variation, were the 
lowest in more than two years. Volume 
was at an annual rate of $945,000,000, 
compared with $1,138,000,000 in the 
first quarter and $1,009,000,000 in sec- 
ond quarter, 1948. 

Furs continued to show a low sales 
volume. Annual rate in second quarter 
was $298,000,000, a 21 per cent drop 
below the same period in 1948. 

Cosmetics, on the other hand, gained 
6 per cent in sales over the second 
quarter of 1948. 

Admissions declined 6 per cent from 
the level of the 1948 second quarter. 

Freight, in terms of dollars, was off 9 
per cent from first quarter, 1949, and 
the same percentage below second quar- 
ter, 1948. 

Tires and tubes showed a sales drop 
of about 6 per cent below the second 
quarter of 1948. 

Other declines included sales of phono- 
graph records, musical instruments, sport- 
ing goods and lubricating oils. 

When cuts come, the taxes affected 
will not be controlled entirely by sales 
trends, First call in any excise reductions 
probably will go to those taxes directly 
affecting business costs. Examples of 
these include taxes on freight, telephone 
and telegraph tolls, passenger fares and 
business machines. Others that appear 
to stand a good chance of reduction in- 
clude those on light bulbs, admissions, 
jewelry, furs, cosmetics and luggage. Ex- 
cises on liquor and tobacco, biggest reve- 
nue producers of all, apparently stand 
little chance of being cut. . 
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How far Congress is willing to go in 
reducing excises will depend largely upon 
what happens to business between now 
and early 1950. If business picks up to 
any extent, cuts may be rather sparing. 
But, if the current setback continues, 
Congress can be expected to reduce most 
of the excises that were increased during 
the war. 





) Cut in reserve requirements is one 
more step by the Government to en- 
courage bank credit and business ex- 
pansion. Reduction by 2 per cent of net 
demand deposits and 1 per cent of time 
deposits released $1,800,000,000 of bank 
funds for potential lending to individuals 
and business. 


) Budget troubles keep bearing down 
on U. S. Government. Congress is cutting 
some appropriations for the new fiscal 
year, which began July 1, but it now ap- 
pears that spending reductions in these 
items will be more than offset by in- 
creases in others. As things are shaping 
up, the Government may go into the 
red by nearly $6,000,000,000 this fiscal 
year. Unless Congress gets in a mood 
to economize, the deficit could be even 
greater in fiscal 1951, beginning next 
July 1. 


>A new budget system, to be put 
into effect with the 1951 fiscal year, is 
counted on by some to make for new 
economies. Budget Bureau announces it is 


» shifting to a “performance budget,” along 





lines recommended by the Hoover Com- 
mission on Government reorganization. 
Idea is to set out expenditures according 
to activities and programs in a way that, 
unlike the present budget, will show at 
once where the money is going. If it 
works out as planned, Congress will be 
given a better chance to police Govern- 


) ment spending. 


> World Bank is making money. Re- 
ports of the institution for the year ended 
June 30 showed a net income of $10,- 
610,000. All told, in the three years of 
its operations, the Bank has earned 
$13,641,000. This report of prosperity 
comes at a time when many people are 
saying that the Bank should be taking 
more of a hand in relieving the dollar 
famine in Europe and elsewhere. It could 
lend as much as $8,000,000,000. So far, 
its loans are less than $700,000,000. 


> Installment credit in June, the last 
month of federal control, rose $243,000,- 
000 to an all-time high of $9,133,000,000. 
Automobile credit alone accounted for 
$121,000,000 of the increase over May. 
At the end of June, automobile credit 
stood at a record $2,507,000,000. 


AUGUST 12, 19490 





e 
day you can telephone to mor 
ig te 80) countries, including... 


























AUSTRALIA ARGENTINA 





ITALY 








PANAMA SPAIN SWEDEN 


Do you do business abroad? Do you have friends or 
relatives living or traveling in foreign countries? If so, 
you'll find the telephone the easy and convenient way to 
keep in touch with them. In one call you can discuss and 
settle the details of a transaction with a customer or pros- 
pect. Or enjoy a personal chat with your globe-trotting 
acquaintances. You can reach nearly all of the world’s tele- 
phones today from your own telephone. Just say to your 
Long Distance operator, “| want to make an overseas call.” 


BELL SYSTEM OVERSEAS TELEPHONE SERVICE f 
Sti tin atin | Ne 



































labor Week. 


















LEWIS WELFARE FUND IN TROUBLE 


Pays Far More to Miners Than It Takes In 


John L. Lewis's welfare fund, 
now paying benefits of more 
than $100,000,000 a year, shows 
deficit for first year of operation. 
Only a substantial reserve keeps 
it in the black. 

Three-day work week in the 
mines keeps fund running be- 
hind. Strike would shut off in- 
come. Only solution seems to be 
a higher tax on coal if benefit 
rate is to be maintained. 

Troubles that may affect the future 
of John L. Lewis's $100,000,000-a-year 
welfare fund for the United Mine 
Workers are beginning to show up. 
These troubles are related to a situa- 
tion that finds the fund paying out 
money faster than it takes it in. 

An accounting of income and outgo for 
the 12 months ended June 30, 1949, 
shows what is happening: 

Income, derived from a tax of 20 


cents a ton on all coal mined, was $90,- 
891,905 for the year. 
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Source: UMWA Welfare & Retirement Fund 
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Benefits paid to coal miners and 
their families amounted to $104,880,785. 

Deficit of $13,988,880 resulted from 
the year’s operation. 

These figures do not mean that the 
fund went broke in its first year, however, 
since there was a balance of $29,424,750 
on hand on July 1, 1949. This balance was 
possible because the fund had collected 
$42,959,638 before June 29, 1948, when 
it first began to pay benefits to coal min- 
ers. But it does mean that the fund cannot 
long operate in the red, since it is run on 
a pay-as-you-go basis. It must either have 
more income or cut down on the number 
or amount of its benefits, 

The situation causes concern at this 
time because income of the fund is run- 
ning far behind a year ago, while benefit 
payments have increased almost every 
month since they were first paid, Benefit 
payments may decline in the months 
ahead, because, the fund’s trustees say, 
they are not all related to the needs of 
present, Many are said to be nonrecur- 
ring. But, with miners working only a 
three-day week, the fund now must pay 
out at even a faster rate than when it was 
incurring the 1948-49 deficit. 

In June, 1949, the fund collected 
$7,669,888. In the same month, it paid 


Miners’ Welfare Fund... Income and Outgo 
_ Wuly, 1948, through June, 1949) 





out $11,391,777, almost $4,000,000 more 
than it took in. Collections under cy. 
tailed operations of the mines are only 
little more than half of what thev were , 
year ago. If benefit payments continue a 
the rate of $11,000,000 or so a month, 
will not take long to exhaust the $29,000. 
000 reserve that was on hand July |. 

This all points up the dilemma in whie 
Mr. Lewis finds himself as he trics to ne. 
gotiate a new working contract with th 
coal operators for another year. His hug 
fund needs almost capacity operation ¢ 
the mines to meet its monthly obligation 
to miners. A strike of any duration to ep. 
force his demands will shut off the fund, 
income immediately. Three-day operatioy 
of the mines does not yield enough 
income. 

The fund’s commitments, in the form 
of pensions, sick benefits, disability pay- 
ments, etc., are so heavy that they cannot 
be reduced without protest from the min- 
ers and their families. The only solutior 
seems to be to raise the tax on coal abovg 
the 20 cents a ton now being collected 
That.is what Mr, Lewis wants to do, bu 
he is running into strong opposition from 
the operators, 

In the past, Mr. Lewis has found it use 
ful to strike when the operators resiste 
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his demands. But now a strike of any 
duration would eat a big hole in the wel- 
fare fund’s reserve balance. A solution 
to Mr. Lewis’s dilemma is not now in 
sight. 

‘An accounting of the fund’s first 
year of operation, submitted to Congress 
recently by Miss Josephine Roche, the 
fund director, shows the size of the com-, 
mitments that must be met from month 
to month, 

Disability payments to injured miners 
and payments made to support miners’ 
widows take the largest single sum. In the 
12 months ended June 30, these payments 





result, there is growing complaint in Lon- 
don that the Government is too timid to 
get the British economy moving at full 
speed. 

It’s not that so much time has been 
lost from strikes, but that labor troubles 
are constantly upsetting the operations 
of key industries, such as shipping and 
railroads. 

The Socialist Government looks to or- 
ganized labor for its basic support. Every 
effort is made to treat the problems of 
workingmen with sympathy. The diffi- 
culty is that this policy often offends 
more persons than it pleases. The pivotal 


ship, and enough wildcat strikes and “go 
slow” demonstrations have occurred to 
make British businessmen nervous. Odds 
seem to be against a general railroad 
strike, after the board makes its recom- 
mendations, but unrest among the rail- 
road men is so persistent that smooth 
working conditions may not be restored 
for some time. 

The Government has spread the word 
quietly that it has elaborate plans for 
coping with a railroad strike. It is hoped, 
by getting this word out, that the union 
will come to terms. 

Final settlement is expected to bring 
some wage increase to the lowest-paid 


y Were amounted to $64,206,596. Some of the middle class, for example, tends to be 
tinue at money went to support 84,625 disabled _ resentful when union power gets out of — rail workers. Higher-paid workers, how- 
bye, . miners. 77 per cent of whom are perma-_ hand and causes inconvenience and loss — ever, will be resentful if they do not get 
“9,000, nently disabled, and their families. These of income to many persons not directly _ raises since they contend that the differ- 
yt ¥ are the men who are victims of mine _ involved in a union dispute. ential between skilled and_ unskilled 
in whidl accidents or of such diseases as tubercu- Railroad workers, as a group, are workers already is too low. 
: losis, silicosis and arthritis. The balance troublesome to the Government, despite Dock workers are another problem 
Mor. of the $64,206,596 was paid to 30,583 the fact that the railroads have been _ for the Government. A three-day wild- 
ae widows and their children. nationalized for a year and a half. cat strike recently was settled only after 
ries Pensions took the next largest bite, Much of the discord in this industry a state of emergency had been declared 
ge $30,366,264. The pensions were paid at centers around wages. Railway men had and troops had been used to unload ships. 
» “the rate of $100 a month to 23,642 men, their last increases in 1947, when living More trouble on the docks is expected. 
© funds and included deferred payments in many costs were lower. Average wage is around The wildcat strike, which caused losses 
por cases. These men and their wives and $30 a week and some workers get as of more than $20,000,000 and brought 
— children totaled 41,848 beneficiaries. little as $18.50. The largest union, rep- idleness to 15,600 dock workers, was in 
) Average age at retirement is shown to be resenting half of the 800,000 railway no way related to wages or working 
ne ie 66.1, with an average of 39 years of serv- men, is demanding a $2-a-week across- conditions. It was a sympathy strike in 
ty Pay ice. Of those receiving pensions, 59 per the-board increase. Originally, it had behalf of Communist-influenced Cana- 
he ull cent had retired before the pension pro- asked $2.50, but this was rejected. The dian seamen. 

lutio gram became effective, 34 per cent re- Government since has created a special The Government was unable to per- 
| ole tired because they were laid off and 9per board to consider the $2 demand. The — suade the strikers to go back to work, 
sllected cent retired so they could receive the board already has been harassed by one — even though it takes credit for fixing a 
do. by Pensions. — strike threat resulting from a jurisdic- wage floor of $18 a week for dock work- 
n Fron Death benefits added up to $5,546,- tional squabble. . ers and obtaining other benefits for them 

= 853. The widow or dependent of a miner The union, with a third of its executive in 1946. Dock workers earn about $32 a 

1 it use = who is killed or who dies of injuries or committee under Communist influence, week on the average, but the man who 
resistell natural causes receives a $1,000 death- has been unable to discipline its member- reports for work is guaranteed $18 a 
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benefit gratuity. Burial expenses take 
most of this in the average family. Miners 
die younger than workers in other indus- 
tries, their average age at death being 
55.8 years, compared with the 64.2-year 
average for the population as a whole. 

Hospital and medical care cost the 
welfare fund $4,761,071 in the 12-month 
period. This money went largely toward 
paying for the care of 26,480 seriously 
ill miners and their dependents. 

All in all, the welfare fund assisted 
393,097 men, women and children in 26 
States. 

With so much being done for so many, 
Mr. Lewis will have to find ways to keep 
the fund’s income high. None of the bene- 
ficiaries will want to lose his benefits or 
have them cut. 


BRITISH SOCIALISTS 
CAN‘T CALM UNIONS 


Reported from LONDON 


Strikes and threats of strikes are con- 




























-Keystone 


tinuing to plague Britain’s Labor Gov- 
ernment. The Socialists find it increasingly 
difficult to keep the unions in line. As a 









PUNCHING THE TIME CLOCK 
... it’s getting harder to keep British unions in line 
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At White Sands, N. M., on the Golden State Route, giant 

Rockets are being tested in a new concept of warfare. 

In a vastly larger midwest “proving ground,” Rockets of 

the rails are no longer experiments, but a proved reality. 
It began with Rock Island’s program of Planned Progress, which visualized 
a fleet of Diesel- powered Rocket Freights to expedite shipping between 
terminal points. 


Today the Rocket Freights are rolling . .. Westbound from the major gate- 
way cities of Chicago, St. Louis and Memphis; South from the Twin Cities; 
North from Texas; East from Colorado. More Rocket Freight service is 
coming! 

Rocket Freights are only part of Rock Island’s service. New for ’49 is our 
million and a half dollar “hump” yard at Kansas City, facilitating the classi- 
fication of 4,000 cars daily. Rocket Freights—plus expedited yard handling 
—add up to faster deliveries! 


ROCK ISLAND LINES 
Route of the Rockets 
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Labor Week 


week even though he handles no cargo 
during that week. ; 
Other unions, too, are not on the 
best of terms with their Labor Govern- 
ment. Relations between the miners and 
the National Coal Board are strained. 
yet union leaders are restraining the 
membership from asking more than 
raises for lowest-grade employes. 
While there still is much grumbling 
among workers, the Government is not 
faced with the danger of mass desertion 
of its union supporters. What is more 
likely to happen is that the Labor Goy- 
ernment will find its troubles aggravated 
by refusal of union leaders to demand 
harder work from their members in a 
country where harder work is unpopula: 


ACTION IS NEARER 
ON MINIMUM WAGE 


An increase in the minimum-wage rate, 
this year or next, seems assured. Revision 
of the Wage-Hour Act at this session of 
Congress is likely, but delay, if it occurs, 
is not expected to extend beyond 1950. 

A flat increase to 75 cents an hour, 
from the present 40-cent rate, for all 
industries now covered is improbable. A 
sliding scale, starting at 65 cents and 
adjustable up or down as business condi- 
tions warrant, is gaining favor with Con- 
gressmen. Under this plan, the adjustable 
rate would be fixed by industry commit- 
tees, or would be tied to the Govern- 
ment’s cost-of-living index. If the sliding- 
scale idea fails, minimum may be raised 
to 60 or 65 cents. 

Coverage of minimum-wage and maxi- 
mum-hour requirements will not be broad- 
ened. The Administration now wants an 
increase that will satisfy Southern Demo- 
crats and Northern Republicans who op- 
pose raising the minimum to 75 cents. 


FACT FINDERS TEND 
TO ASK PAY RAISES 


If past performance of fact-finding 
boards is any guide, the steel industry 
can expect a wage increase to be recom- 
mended by the board that now is sitting 
in judgment of its dispute with the ClO 
United Steelworkers Union. 

There were 19 presidential fact-finding 
boards appointed in major labor disputes 
between Nov. 27, 1945, and April, 1949. 
Eighteen recommended increases. One 
recommended no increase. 

The disputes were in such industries 
as oil, automobiles, steel, meat, farm 
equipment, coal, railroads, communica- 
tions and shipping. David L. Cole, chair- 
man of the present steel board, served 
on three of the previous boards that 
recommended increases. ° 
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PARIS....LONDON....WASHINGTON....HAVANA.... 





>> More bad news is ahead for U.S. exporters in coming weeks..... 
Marshall Plan countries--all of them--are going to have to lower their 





sights on dollar imports. It's just as well to realize this now. 
Dividing up U.S. dollar aid will be difficult. The dollar pie is being 
shrunk by the U.S. Congress. But dollar needs of Western Europe are mounting. 





Britain asked originally for $940,000,000, now puts her needs for the year 
at $1,518,000,000. But Britain isn't alone. Italy, Sweden, Norway, Greece, 
probably others also are raising their requests. 

Upshot is that the Marshall Plan countries are holding their hands out for 
roughly $5,000,000,000. They may get about three quarters of that. 

That means there's going to be a big Scramble for pieces of the pie. 

It also means that dollar imports must be cut all along the line. The Brit- 
ish cut of $400,000,000 is just a starter. 





>> Trouble is: Dollar earnings of Western Europe are off sharply..... 

Sales to the U.S. by Marshall Plan countries in the first quarter ran ata 
monthly average of $78,500,000. But the second-quarter average slumped badly to 
$56,800,000--a drop of 28 per cent. 

Both volume of sales and prices skidded, as U.S. buying got more cautious. 








>> British sales in the U.S. were particularly hard hit. Some American buying 
was undoubtedly deferred by the expectation of early devaluation of the pound. 
But the U.S. market for some British products, such as cars and tractors, 
is simply folding up. Details on important items are now available: 
Farm-tractor exports to the U.S. were 83 per cent lower in the second quar- 





ter than in the first. Car exports were off 62 per cent; linens, off 36 per 
cent; woolens, off 24 per cent. Scotch whisky did better, fell only 7 per cent. 
Slump in sales of British manufactures is bad enough in London's eyes. 
But main cause for concern is the reduction in dollar earnings of the rest 








of the sterling area. These earnings were halved from the first quarter to the 
second. This really hurt. Dollar sales of Empire raw materials have always 
been much larger than dollar sales of Britain's own manufactures. 


>> British Government, hard up for dollars, is up against some hard facts..... 
Tendency in London is to look everywhere to avoid facing devaluation. But 

a cut in the value of the pound, something to bring it closer to its true worth 

in U.S. dollars, is the only real solution Washington can see at this stage. 
Devaluation, coming closer, is bitter medicine for a Labor Government. 








(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


It means higher prices at home, where pressure is on for higher wages. 

It means fewer of the good things of life from abroad. A cheaper pound 
just won't buy as much, may force Britons to face up to the realities of life. 

Alternatives to shaving the pound are long-range stuff, far away from of- 
fering a quick cure for the dollar drain now weakening Britain. 

Commodity agreements London suggests are unattractive to the U.S. 

Idea is to get U.S. agreement to price stabilization of Empire raw mate- 
rials. That would keep up tin, rubber, cocoa, jute, wool--big dollar earners. 

Everything would be fine, in London's eyes, if U.S. would agree to take 
Stated quantities of Empire raw materials within a stated price range. Dollars 
then would roll in, maybe patch things up, stave off devaluation. 

Trouble is that such deals need a nod from U.S. Congress. And Congress is 
in no mood to return to price fixing, whatever ails Britain. 

British hope, nevertheless, to push for international commodity agreements 
attractive to both consumers and producers, such as the wheat agreement that 
began August 1. But such deals take months, are no quick: dollar solution. 


























>> The World Bank is opening the doors of its coffers a little wider..... 
Finland is the first country in Eastern Europe to get World Bank money. 
Finnish loan of $12,500,000 follows closely on $15,000,000 loan to the Nether- 
lands. Other loans can be expected soon. But there's to be no flood of big money. 
India in a couple of weeks will turn up with a small loan from the Bank. 
India needs dollars for hydroelectric development, irrigation, agricultural 
projects. World Bank may make several loans, widely spaced, to India. 
Meanwhile, the British are to get perhaps $20,000,000 from the Bank. This 
will be borrowed by the Colonial Development Corp., a British Government agency. 
Dollars will be spent on a machinery pool for use in the African colonies. 
Preliminary work has been done on loan applications by Iran, Iraq, Turkey 
and Uruguay. Of these, earliest action will be on Uruguay. Other applications, 
such as those of Colombia and Yugoslavia, are months away from action. 








>> World Bank, under commercial banker Eugene Black, is moving cautiously. 

More loan applications are under consideration than ever before. 

But actual loans now are tied to specific projects of limited scope. The 
Bank, under present management, is not interested in making catchall loans, like 
the $250,000,000 loan to France in 1947 to repair war damage. 

World Bank seems content to operate in a limited sphere. It now has only 
$390,000,000 on hand for loaning. Probably it won't borrow more in the U.S. 
market until next year. There's no intention of calling in more capital. 

Actually, the Bank is operating on only 20 per cent of its capital. The 
rest, some $6,680,000,000, is subject to call only to meet the Bank's obliga- 
tions. For some years, obviously, the Bank is not going to be a big factor in 
the dollar-loan business. It deals in millions. But billions seem to be needed. 








>> Cuba is to get large loans, meanwhile, from private U.S. sources..... 
Series of three bond issues, totaling $100,000,000, is in the works. In- 
terest rate will be about 3% per cent; term, 20 years. Proceeds will be used 
for an airport near Havana, city improvements in Havana and other Cuban cities. 
American bankers have backed no Latin-American bond issues since prewar 
days. Reception of this issue will be significant, worth watching. 
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A revival of business demand for 
raw materials and manufactured 
goods appears to be developing 
gradually. 

Steel operations were scheduled at 
81.3 per cent of capacity in the 
week ended August 6, barely below 
the previous week and still well 
above the 78.3 rate of two weeks 
earlier. 

Scrap-steel prices rose to $21.50 per 
ton at Chicago on August 3, up $2 
to the highest point since early 
June. Scattered small purchases by 
steel mills have begun. 

Dealers in scrap iron and steel, their 
yards almost empty, have begun to 
restock in expectation of a better 
rate of scrap buying on the part of 
iron foundries and_ steel mills. 
Dealers have bid sharply higher 
prices for railroad scrap. They evi- 
dently expect steel operations to 
hold at a high rate. A high rate of 
steel operations could bring steel 
mills into the scrap market before 
long to take advantage of low scrap 
prices before scrap collections are 
slowed up by winter weather. 

Iron foundries are increasing their 
output of cast-iron products, partly 
as a result of demand from the 
building industry. The price of cast 
scrap has risen recently by $5 per 
ton. Last winter, a decline in 
foundry activity preceded the drop 
in steel-mill operations. 

Prices of industrial raw materials are 
creeping upward as business pur- 
chasing revives a bit. Lead, burlap, 
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U.S. Production of 
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cottonseed oil, hides made small 
gains from August | to 3. 

Factory output rose to 168.5 on the 
indicator below in the week ended 
July 30 from 168.1. 

Dollar sales of manufacturers rose 
about 2 per cent in June while 
physical volume of output was fall- 
ing 2 per cent. The gain in sales was 
biggest in autos, but was shared by 
other durable-goods industries and 
by textiles, leather and chemicals. 

Inventories of manufacturers, as a 
result, fell to $30,400,000,000 in 
June, $500,000,000 below May. 

Seasonal improvement, due at this 
time, seems to be on schedule, sug- 


us and Minus 
INDICATORS OF BUSINESS 





ACTIVITY 


gesting that the recession has at 
least flattened out. 

Bank loans to business rose $16,- 
000,000 in the week ended July 27, 
the first increase since January. 

Initial claims for unemployment 
compensation fell more than 10 per 
cent in last two weeks of July. 

Props to business have remained firm 
during the recession. 

Automobile output, shown in the 
top chart, is sustaining steel activity 
and factory output. Daily produc- 
tion of cars and trucks set a record 
in July. August output is likely to 
pass the all-time monthly record of 
April, 1929. In the first seven 
months of this year, production was 
20 per cent above a year ago. 

Construction activity is bolstering de- 
mand for steel and other factory 
products. Value of construction in 
July spurted to a rate of $19,850,- 
000,000 per year, 4 per cent above 
June, only 1 per cent below the all- 
time record of September, 1948. 

Weak spots in business, however, 
are still present. 

Unemployment in the first week in 
July had risen 300,000 over June, 
chiefly as a result of layoffs. 

Department-store sales slipped to 
282 in July on the Federal Reserve 
index, 1 per cent below June, 9 per 
cent below a year ago. 

Sentiment of business, nevertheless, 
is improving. This of itself may be 
enough to stop inventory liquida- 
tion and bring some recovery in 
business activity. 
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Whispers. 





Gailitiai: Cabinet for Britain? . . . Political Troubles . 
Of FDR, Jr. . . . President’s Tighter Rein on Party — 


President Truman is to gain un- 
questioned control of Democratic 
Party machinery when Senator J. 
Howard McGrath steps out as Chair- 
man of the Democratic National 
Committee to become Attorney Gen- 
eral. Senator McGrath, as Chairman, 
had been a little too independent to 
please the President. 


x *k * 


William Boyle, who is scheduled to 
succeed Senator McGrath as head 
of the Democratic organization, will 
keep the wheels well oiled for Mr. 
Truman to use in any way that he 
prefers in 1952. Mr. Boyle grew up 
with the President when both were 
associated with the Pendergast or- 
ganization in Kansas City. 


x k * 


Chief Justice Fred Vinson is not to 
be counted out as the man Mr. Tru- 
man will favor as a 1952 Democratic 
Party nominee for the Presidency. 
The President may decide not to run 
again, but if that is so he is not sig- 
naling his decision at this time. 


x * * 


The White House finds that it is dif- 
ficult to police the spending of $46,- 
000,000,000 to make sure that each 
dollar is paid out on the basis of the 
best and lowest bid rather than on 
the basis of influence or favoritism. 
With so many dollars to spend each 
year, Government officials find it con- 
venient to deal with enterprises that 
know the Government ropes. 


x * * 


Mon Wallgren, former Governor of 
Washington whose nomination as 
head of the National Resources Board 
was not confirmed by the Senate, is 
to be nominated for that job once 
again after Congress goes home. Mr. 
Truman thinks that next time he can 
get the Wallgren name approved. 


x * * 


President Truman considered issu- 
ing a call for a special session of 
Congress after July 31 as a means 
of assuring legality of any acts of 
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Congress after that date. The trouble 
is that Congress is scheduled by law 
to adjourn automatically on July 31 
except in case of war or emergency. 
It finally was decided that the war 
still is on so that the session can con- 
tinue legally. 


x *k * 


Sam Rayburn, House Speaker, is be- 
ing credited with selling Mr. Tru- 
man on the idea that the way to get 
results from Congress is to keep the 
House and Senate at work, without 
recess, until they decide to act. The 
idea is that, by or before October 1, 
Congress will be in a mood to do 
many things it doesn’t want to do 
now. 


x *k * 


Louis Johnson, Defense Secretary, is 
gaining influence as a shaper of U.S. 
policy abroad while Dean Acheson, 
Secretary of State, is tending to lose 
power. Military influence is on the 
rise as civilian influence tends to de- 
cline in top policy councils where 
the military has a voice. 


x* * 


Mr. Truman’s request for almost un- 
limited power to provide arms for 
groups in any country, at any time, 
in any amount within available 
funds was made so that the President 
would be able to arm partisan groups 
in Eastern Europe who may decide 
to oppose Communism. 


x. & 


Gen. Omar Bradley, if he accepts the 
proffered job as first chairman of the 
Joint Chiefs of Staff, will be without 
a vote on that body and will lose the 
power he now holds as Chief of Staff 
of the Army. 


x * * 


Generals and admirals heading U.S. 
armed services, in private, are far 
less enthusiastic over the idea of giv- 
ing weapons to European nations 
than they are in public. Military offi- 
cials of this country are not too sure 
that the French, Belgians, Greeks 
and some others could resist Russia 


effectively. They find the German : 
potential more interesting. 


x *& RS 


William J. Donovan, wartime OS$™ 
chief and onetime Assistant Attorney” 
General, is being considered by Re. 
publican Party leaders as a candidate 
for the Senate from New York. © 


xk * ; 
Labor groups are finding it difficult. 
to agree on a Democrat in Ohio t@ 


be backed by them as the man to try 
to defeat Senator Robert Taft. 


= * € 


Franklin Roosevelt, Jr., is discover= 
ing that his budding career is af- 
fected by the controversy between his. 
mother and Francis Cardinal Spell~ 
man. Representative Roosevelt, wha 
looks ahead to a political career, finds, 
too, that politicians think he has been 
hurt by his recent divorce and plans) 
for remarriage. 


x eS 


John Snyder, Treasury Secretary,” 
has indicated privately that Britain} 
will have to end many controls and 
let inflation blow a while before that 
country can get its problems under 
control again. 


x * * 


American diplomats and _ business- 
men in London are becoming more 
outspoken in their statements that 
a change in Government is becoming 
essential to British recovery. A coali- 
tion Government of Socialists and 
Conservatives is a slowly rising pros- 
pect as an aftermath of any British 
crisis. 
* & & 


Sir Stafford Cripps, coming to Wash- 
ington in September with a plan for 
U.S. to buy British Empire products 
at fixed and high prices, is to get a 
cold shoulder for that plan. The opin- 
ion is expressed more frequently by 
highly placed American officials that 
the time is approaching when cap- 
italist U.S. will be unwilling to give 
further subsidies for -socialism. 
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The Machine that does the work 
of more than a thousand men 








Cable fastened to standing 
A locomotive is wound on drum, 
moving ballast cleaner train for- 
ward at 27 ft. per minute. 
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B Endless belt diggers scoop up 
dirty ballast, convey it to 
cleaning screens. 





Clean ballast returned to 
roadbed. 





D Conveyors carry dirt removed 
from ballast to hopper cars 
for later disposal. 





Power for towing drum, diggers, 
cleaning screens and conveyors is 
derived from Diesel-operated gen- 
erator in power car, just ahead of 
first hopper car. 


For YOU 11 MEANS A BETTER RIDE 





To keep the Pennsylvania’s roadbed in One ballast cleaner...there are four 


good condition to give you a more constantly at work on the Pennsylvania 
comfortable ride, the broken rock called Railroad . . . will clean an average of 
“ballast,” which supports the ties and four to five miles of ballast per day. 


distributes the weight of passing cars More than 1,000 men would be needed 


over the entire tie, is taken up, screened 
and cleaned and replaced when neces- 


sary to eliminate dust and dirt. 


to do that work by hand. The ballast 
cleaner is a typical example of railroad 


efficiency at work. 


PENNSYLVANIA RAILROAD 





